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BULGARIA 


SHORTAGE OF MINE-DRILLING EQUIPMENT CAUSES HEALTH HAZARDS 
Equipment Shortage Severely Criticized 
Sofia RUDNICHAR in Bulgarian 17 Jan 85 pp 1, 2 


[Article by engineer Kosta Kostov: “How Long Must the Miners Wait for Modern 
Drilling Equipment ?"] 


[Text] There have been many directives from party, governmental, and other 
state and social organs about reequipping miners with modern drilling tech- 
nology that is free from vibration, but this task has gone unresolved through 
three S-year plans. What is more, there is a crisis situation at hand: the 
condition of the drilling equipment used in mining enterprises has never been 
as serious as it is now; the majority of miners work with instruments that 
were long ago amortized, which because of the terrible wear on certain parts 
leads to levels of vibration, noise, and oily aerosols that exceed permissible 
limits. 





Why Has This Happened? 


There is a single answer: because resolutions are not being carried out, 
because no one is keeping track of this, because no one is held responsible 
for it. 


This task would not have required a solution for such a long time if Directive 
No 83 of the Council of Ministers, Resolution No 42 of 5 August 1975 of the 
chairman of the Council of Ministers, and Resolution No 612 of the Secretariat 
of the Central Council of the Burgas Court of Reconciliation had been carried 
out, for there it says: "The leadership of the Ministry of Machine Building 
and Metallurgy (after 1977, only the Ministry of Machine Building, editor's 
note) and the Tsvetna Metallurgiya State Economic vombine are obliged to study 
these questions in due time and formulate a program for adopting the production 
of safe drilling equipment for the needs of the mining industry... If this 
matter cannot be totally resolved, then by 30 June 1975 import should begin 

of the necessary quantity of drilling equipment that is free of vibration." 


In practice, however, there was no production of new drills, nor were there 
imports of drilling equipment free of vibration sufficient for mining needs. 
Because of this the miners, especially those in the ore mining enterprises, 














continued to raise alarm signals and seek help. And RUDNICHAR, in its capacity 
gan of the Central Committee of the Union of Miners, Metallurgists, 
Power Supply Engineers, and Geologists, which is always aware of the needs 
rd difficulties of the people, published in its 5th issue for 1980, on 
}1 January, an article entitled "Will the Miners Have Their Drilling Equipment?” 
in “¢ pointed out the reasons for the sluggishness” tn reequipping our mining 


industry with modern drilling equipment as an alternative to the rapid and 
radical resolution of the Cremendous problem of avoiding the dangers of ill- 
nesses caused to the miners by vibration and as the fundamental condition for 
improving the productivity of labor. 


Less than a month later, the editorial staff of RUDNICHAR organized a collo- 
guium on the same topic--"Will the Miners Have Their Drills?" in which the 
chairman of the union's Central Committee, Gan'o Nikolov, took part, as well 
as the then deputy minister of metallurgy and mineral resources, Ivan lIliev, 
the tirst deputy minister for machine building, ILliya Kharalampiev, an asso- 
ciate irom the Industry Department of the Central Committee of the Bulgarian 
Communist Party, Stefan Milenkov, and representatives of over 15 economic 
Organizations, machine building plants and plants that cooperate with them, 
scientific workers, and drill equipment builders from the Higher Mining Geo- 
logical Institute and the Institute for Heavy Intensive Machine Building at 
the Economic Combine for Heavy Machine Building |[ECHMB] in Ruse, etc. The 
commentary about the aims and tasks of the meeting, as well as the points of 
view expressed by those participating about the problems, were published in 
PUDNICHAR No Ll, 13 March 1980, and it is hardly necessary to repeat them. 

We will recall on y the most essential pronouncement by Iliya Kharalampiev: 
“The Ministry of Machine Building is ready, with all of the assets and powers 
it commands, to help in resolving the questions discussed, to supply the miners 
with productive and safe drilling equipment... If imports are necessary, we 
will import. If something needs to be produced, we will produce it." 


These promises by the machine builders, however, turned out in practice to be 
only empty words, almost nothing! 


In its turn, the Office of the Central Committee of our union, at its confer- 
ence which took place on 6 May 1980, after discussing the materials of the 
colloquium and the data from its own information about the condition of the 
drilling equipment in the field, adopted its own special resolution with many 
valuable recommendations (addressed to the former ministries of machine 
building, of metallurgy and mineral resources, and of power supply) about 
rapidly reequipping the miners with drilling equipment free of vibration. In 
this regard, RUDNICHAR checked with the three ministries, the Tekhnoimport 
Foreign Trade Organization, the Pnevmatika Machine Building Plant in Kurdzhali, 
and an editorial appeared, "The Problem Again: Will the Miners Have Their 
Drills?” in the 28th issue for 1980, on 10 July, and it signaled that the 
expected breakthrough in this work had not occurred and that everything was 
going along in the same old way, slowly and without a real future. 


It is true that on the initiative of the former Ministry of Metallurgy and 
Mineral Resources there were several meetings in 1980-83 between the representa- 
tives of the two ministries and their economic organizations, machine building 














plants, and builders engaged in solving this problem, but they turned out to 
be fruitless. It even reached the point of reorganizing all practical work 
at the machine building plants to adopt the production of drilling equipment, 
according to the constructive plans of our institutes and the Soviet drill 
PR27v, on which the miners had insisted so much. 


The machine building plants in the system Of the”Ministry of Machine Building 
did not even carry out the resolutions and recommendations about adopting the 
production of spare parts for the present drilling _quipment. Thus the Minis- 
try of Metallurgy and Mineral Resources was unwillingly forced to work 
according to the principle of “do it yourself" and give this job to the Machine 
Repair Plant at the Redki Metali State Economic Combine, and partly to the 
Komsomolets Machine Building Plant. Thanks to the leadership of those enter- 
prises and their workers’ collectives, this task was successfully resolved. 


The Spark of Great Hope 


It flamed up when the Ministry of Machine Building and Electronics, in a spe- 
cial resolution, transferred the plant for the production of small tractors 

at the Agromashina Consolidated Economic Trust to the Economic Combine for 
Heavy Machine Building in Ruse and gave it the task of specializing in the 
production of coal face machines and equipment for the mining industry. For- 
tunately, as a result of the extremely favorable cooperation between the 
builders from the ProbivnaTekhnika Laboratory at the Higher Mining Geological 
Institute and the Institute for Large-Investment Machine Building at the Eco- 
nomic Combine for Heavy Machine Building in Ruse, and of the efforts of 
plant’s collective to conduct the preparation necessary in a very short time 
(construction and technological plans, equipping the plant), production of 
tested examples of a whole complex of mechanized drilling equipment and appl i- 
ances began early in 1984, and these include drilling carriages, underground 
and above-ground mining probes, geological sound probes, pneumatic and 
hydraulic drilling equipment, etc. It is noteworthy that each item from these 
groups has been developed in corresponding types of series, which are con- 
structed on the aggregate (modular) principle, with a high degree of unifica- 
tion, which favors the creation of a broad assortment of drilling machines, 
pneumatic and hydraulic drilling equipment. In 1984, the plant produced nine 
types of such items, examples of which were exhibited at last year's Plovdiv 
Technological Fair in the autumn, and three of them--the SKP-11, SKD-211, and 
SVD-211 underground mining probes--won gold medals. And the symposium organ- 
ized and the demonstrations of machines on exhibit during the time of the fair 
showed that they are being accepted with high hopes by specialists in the 
mining field. Studies show that the leadership of the same plant has developed 
a broad assortment of drilling machines and equipment for production in 1985 
as well as a future program up to 1990, with high efficiency of production; 
and the ambitious collective at the plant will arrange to adopt quickly into 
regular production this modern drilling technology and in the course of no 
more than 3 years satisfy completely the needs of the mining industry. 


Many Years of Labor Have Been in Vain 


Totally unexpected, however, was the collapse of the miners’ great hope of 
acquiring this technology quickly. The reason? 

















z to the directive of the Apgromashina Consolidated Economic Trust and 
Committee of the Bulgarian Communist Party in Ruse, in its Order 
f 5 December 1984 to the Ministry of Machine Building and Electronics, 
mnt, as of 1 January 1985, will be converted to the production of junc- 


' aggregates for agriculture, as a part of the G. Dimitrov Economic 
r Agricultural Machine Building in Rus: 


aly machine building plant here which was occupied with producing 
2 equipment has been transferred to another activity. With this, the 

idous creative work of so many scientific workers and builders, as well 
efforts of the plant's whole collective, have gone in vain. 


omic Combine for Heavy Machine Building in Ruse, a subdivision of which 
nt has been up to now, has already informed the economic organizations 
system of the Ministry of Energy and Natura! Resources that it is 
‘@ its bilateral agreements with them tor supplying drilling equipment 
‘85! Leaving aside the illegal, unilateral cancellation of agreements, 
more important that the quite promising production of drilling equipment 
i.lined has been halted. 


~sponsibility for this belongs most of ai! to the Ministry of Machine 
ling and Electronics, which did not carry out the resolutions of the party 
the government for ensuring the necessary drilling equipment, which is 
{ vibration, for the mining industry. The same ministry cannot justify 
ef by citing the systemwide decrease in imports by our foreign trade cen- 
rs, because they were long ago warned that the Soviet Union has no obliga- 
supply us with drilling equipment for eternity, and what is more, that 
offered the plans necessary for adopting the production at our plants 


ir lling equipment, such as the PR-2/v. 


p to now the mining enterprises have contrived to patch up the situation, 
lue, om the one hand, to the arrival of new drilling equipment in line 

the comprehensive supply of newly constructed mining sites, and on the 
sand to the farsightedness of managers in the mining field in adopt ing 

production of spare parts at their mechanical repair plants for the 

ting drilling equipment. It is well known that it is not possible to 


iin these drills eternally, those which are no longer good for cont inued 
They simply must be replaced with new ones. 


pparent that the alarm about the condition of the drilling equipment in 
ning field has again been brought to the Council of Ministers, which in 
8 of its protocol resolutions for 10 December 1984 oblivesthe first 
ity ministers for machine building and for energy and natural resources to 
e the problem of satisfying the mining enterprises’ needs for drilling 
pment. But even nowone can say that this governmental! resolution will 
chieve its great aim if the two ministries do not start actually taking 
the necessary and obligatory responsibility for its fulfillment. 


.s no longer permissible that the fate of a whole field, which is crucial 
the nation, and most of whose drilling equipment is almost unsuitable, can 
determined by the negligence and carelessness o! certain people or of bour- 
s and administrative tendencies, which are at cross purposes with the basic 
directions of state policy. 

















we know that the importation of drilling equipment for unitary 


verelyv limited, and despite this, work has stopped here at the on t 
which was devoting all its efforts to adopting the production o! 
it. Even to have this production transferred to another plant 


Economic Combine for Heavy Machine Building in Ruse would mm 

work of several vears ago, with all its negative consequenc: 

vv, it is now more than necessary to restore work at the pres nt 
producing the new drilling equipment. 


‘ g must occupy a higher place than the concerns about protect 
a healt of the miners, the guardians of the Bulgarian working c!as 
Vibrations Endanger Miners’ Health 
fia RUDNICHAR in Bulgarian 17 Jan 85 p 3 
f .e by engineer Stoycho Yotov: "Vibration Injuries: An larmin Pr 
Text] A quick look at the structure of industrial illnesses in th 


ndustry during the 5-year period shows that vibration injuries occupy 
p place (around 43 percent) in the last 5-6 years. Consequent!y, t! 


trial illness in the mining industry continues (9 be a problem of spe: 
portance. Precisely because of this, it is necessary to approa 
ittentive and very serious way the study of all the factors which pla) 
formation of the reasons for their appearance. It will be uset 
them are examined, those which depend on the consistency of our prev 
t work and which can be overcome. 


» | 
rr’ 


Let us begin wit he supply of spare parts to replace the most important 
worn-out or fully deformed parts in the ant ivibration carriages, seen a 
logical equipment and as equipment intended to protect the miners [1 r 


™ @my conversations with the chief mechanic at the Martinove min t 


Khristo Mikhaylov KMOK, Stoyan Dobrinov, and a mechanic at the Burl. | ' 
mine at the Burgas Copper Mines SMOK, engineer Kostadin Stoyanov, it 

ir that the supply of the most important spare parts for the ant.v brat 
equipment is a serious problem. Deadlines for supplying them to the ente: 
prises are not kept, and because of this it becomes difficult to mainte if 


cast at a certain level the correct regimen and control over the replac 
he basic parts f the KV-1 and KVS-1 antivibration carriages, wi 


p 
ed here 

One more Opinion was ecxupre ssed, that there are defects in the carriage 

welds, and because of this they often break. The opinions about the | ta 
lity and the low tensile qualities of the Bulgarian antivibration carriops 

produced at the Pnevmatika Plant in Kurdzhali, were universal. And *t ‘e 

intil there is standardization of the production of parts + 
; 4 wi lé 


eck at the combines pointed out clearly as well that there is 
t or unified regimen for control over those parts of the irria 




















alter the traits of the vibration in an unfavorable direction. Without enun- 
erating each separate element of this organization, we will remind the readers 
that with every deviation from the norms permitted and «ach change in the char- 
acteristics of the vibration-damping parts of the carriages (springs, shock 
absorbers, etc.), there is a clear trend toward a manifold iscrease in the 
speed of vibration. At the Khr. Mikhaylov SMOK, decentralized repair of the 
drilling equipment has been introduced, i.e., each section, under the leader- 
ship and direction of the section mechanic, conducts its own repairs. But 
these section mechanics do not maintain an account (a review journal) of the 
observations and the charge in those parts of the drilling equipment (the 
chamber) and most of all of those parts of the carriage whose deformations 
increase the vibrations to dangerous levels. In this line of thought, we will 
remind the resders that a mere 1.5 mm change in the chamber increases the 
speed of vibration by a factor of two. It turns out that the chief mechanic 
also has no system for control and for regimentation. He has no objective 
information about the state of the carriage’s antivibration parts. Perhaps 

in the course of daily obligations in carrying out the planned tasks the 
mechanics omit or simply forget their duties. 


We will remind everyon who has forgotten that in the “Regulations Regarding 
the Safety of Extraction of Metalliferous and Non-Metalliferous Minerals 
Through the Underground Method,” article 726, there is a document called 
"Instructions on the Evaluation, Operation, and Mainteaance of Drilling Equip- 
ment, With Regard to Vibration Carriages.” There is in the same set of instruc- 
tions point 13, which says: “The springs in the KV-1U gust be changed after 
drilling 2,000 meters ot explosive shells in rocks of categories I and I! and 
after 3,000 meters of explosive shells in rock of categories III or lower, 

as determined by the penetrability of the rock." There is a norm, and it must 
be fixed on the basis of numerous observations. This is realized in practice 
and is an aid in the hands of the chief and section mechanics. But unfor- 
tunately it is forgotten. It is possible that certain people will accuse me 
of formalism in reminding the responsible leaders to use this very important 
source of protecting the workers from vibration and vibration injuries. 


And one more thing. The additional monetary remuneration for those workers in 
the fields of industry who work witt, vibration instruments is not small. 
Undoubtedly this is a manifestation of extremely great concern on the part of 
our socialist society, but it must not be misunderstood. Many workers who 

are attracted by the desire to earn higher wages are inclined to take measures 
agaiast vibration injuries only a little short of “sticking their hands in 
their pockets." Why? Because “additional monetary remuneration” can be 
earned under conditions (technical and others) where the higher levels in the 
speed of vibration lead to their receiving higher wages. Thus this directive 
document protects the interests of the workers, but perhaps it would be correct 
if stimuli could be foreseen and added to this text to urge the workers to 
devote greater attention and no less responsibility to the maintenance of tech- 
nical protective devices. This situation would not stimulate receiving addi- 
tional pay, but more importantly, the creation of better conditions for labor 
and the maintenance of health. 


We see in this one of the sources of protecting the miners whict can be used 


to influence the dangerous vibrations. 
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BULGARIA 


WEAKNESSES, DELAYS PLAGUE CONSTRUCTION OF MARITSA-IZTOK 2 
Sofia TRUD in Bulgarian 12 Dec 84 p l 


[Article by engineer Neycho Stoychev, chief inspector at the Okrug Committee 
for State and People's Control in Stara Zagora, and Tsanko Bakoev, TRUD 
correspondent: "Mistakes Without Lessons"] 


[Text] Reconstruction, modernization, andexpansion has been yoing on at 
Maritsa-Iztok 2 for 4 years now. This involves modernizing the old part of the 
power plant by converting the four power blocks to direct burning of coal, a 
method aitirmed at the Dimo Dichev Thermoelectric Power Plant with an original 
Bulgarian patent, and it involves expansion by bringing in two new power blocks 
with 210 megawatts each. The former (the fifth in order) must be brought on 
line at the end of this year, and the latter (the sixth) will begin work on the 
eve of 9 September 1985. After completion of the reconstruction and expansion, 
the thermoelectric power plant will become the most modern, in terms of equip- 
ment, and the most powerful power plant in the Maritsa-Iztok complex. That 

is how it was written down in the elaborations of the 5-year plan and in 
government documents. 





But how does it stand now? After the steady "reworking" of the old capacities, 
which thanks to the collectives was carried out under operating conditions, the 
problem of problems is: will the start-up deadline be maintained for the fifth 
power block in the expansion, which is already perceptibly necessary for main- 
taining the power supply balance in the country, in terms of the level of con- 
sumption? 


No one can deny the tremendous efforts of the leaders of the construction and 
installation organizations, the investors, of everyone who has participated 

in the expansion of the site. By the end of September of this year, the year- 
long delay in starting construction had been overcome. A number of supporting 
workers also quickly entered the start-up program. For its part, Energoremont 
applied a new, more efficient structure to its production links, which secured 
significantly better quality in the installation work. 


But even now we can see quite a few weaknesses in the construction of the com- 
plex. In many cases the program has not been kept, there are still some draft 
statements of account missing, equipment is lacking. By 30 September, the basic 
funds of 2.502 million leva for the chvmical water purification subsite still 














had not been put to use at the site. Construction at other subsites is behind 
_by 30 to 195 days. This affects the system of coal supply and partly the 

crushing of types I and Ii coal, the No 7 decanter, and five transporters. 

There is quite a bit of work left on the 325 meter smokestack, on the gasoline 

and pumping stations. The power plants imported by Izotimpex and the Tekhnosnab 

State Economic Trust have also made a contribution, because the necessary equip- 

ment has not been secured. 


The leaders of the Energetika Corporation, of the Energoproekt Complex Institute, 
and the state investors’ division at the power plant have permitted a great 
delay in the draft statements of account. Certain designs for subsites have 
gone on and are going ahead without the necessary finishing touches, with sec- 
tions that have not been agreed upon. This requires immediate attention to 
tackling these shortcomings, during the course cf work. In itself, this 
approach to such major construction contains many dangers of lowering the 
quality and of finishing the work late. And it is no accident that after this, 
the costs calculated for the 12 start-up sites have gone up by 30 million leva, 
compared to the general account! Finishing the designs has essentially slowed 
the construction of the site and made obtaining resources more difficult. 

And this brings along with it other misfortunes: a number o/ orders were not 
sufficiently refined, certain agreements were concluded late, the necessary 
limits were not secured in time. A large part of the local and imported 
equipment is late. They are now waiting for two roller sieves to be supplied 
by the Energoremont RP in Bobov Dol and Kozioduy, two crushers for second-grade 
coal, and two electric filters. The Agromashinaimpex Foreign Trade Organization 
owes the site seven pumps, the ZMKh in Khaskovo seven reservoirs, the Nikola 
Vaptsarov Machine Building Plant in Pleven five restrictors .or repair valves, 
the Chervena Zvezda Machine Building Plant in Debelets six conveyor belts, etc. 


The Ministry of Construction and Village Systems and the Promishleno Stroitelstvo 
State Economic Trust have not furnished part of the reinforced concrete and 
metal construction units in time, nor did they reach the limits of 529 tons of 
reinforced steel for the smokestack and 234 tons of shaped and sheet steel for 
the metal constructions. Subcontractors were sought for a long time for cer- 
tain subsites: the pumping stations, the rail lines, the water supply equipment. 
For their part, the builders at the site as a whole have not always strictly 
maintained the deadlines for opening up their completed work to the installers. 


And all this has come about after the Dimo Dichev Thermoelectric Power Plant 
was built nearby, where the problems were analagous. It would have been 
logical to have analyzed the mistakes made. But nothing of the sort was done: 
the fifth power block was "born" of the efforts of thousands of people who 
knew about the already working plant. And, what is more, on the very eve of 
the start-up changes are still being made in the supply of the already late 


equipment. 


One sign of the construction, design, and organizational weaknesses is the de- 
lay in construction of the 325 meter smokestack at the plant--it is nearly 

1 year behind schedule. Its construction is now about 105 days behind the 
deadline for the comprehensive start-up program. Together with this, the 
leadership of the Stroitelni Materiali Corporation and partly the Purvi Mai 




















Ceramic Plant in Pleven have not secured the acid-resistant bricks in time, and 
they are needed to build the plant's interior. They are still waiting for 
about a million of them, andthe quality of certain consignments does not cor- 
respond to the standards. 


And so, the question arises: will the fifth power block be 2ble to supply 
energy? With the present situation, it will probably be stzerted at the end 
of the year with fuel oil! But if we take into account all the complexities 
just mentioned, even this is doubtful! Despite this, the leaders of the par- 
ticipating organizations and the collectives themselves have recently taken 
energetic measures to carry out their tasks by the end of the year. There is 
now in effect a new partial scheme for putting the coal supply system to work, 
to start up the first stage of the expansion. But in order for the activity 
of the fifth aggregate to become a reality, many efforts are still needed. 
Many of the weaknesses are still there now. 


And while we ask questions and make inquiries, check things out, and write 

about the fifth block, we cannot keep ourselves from thinking about the sixth 
one. The worries about construction and installation during the winter are 
burdensome; they are felt everywhere at the site. Construction will procecd 
quickly, there are only 9 months left. But how will this take place if the 
construction workers and installers, busy with their work on the unfinished 
fifth power block, leave it out of their calculations? Its start-up deadline 
now is actually threatened with failure. In addition to this, it is quite 
apparent that, of all the people who know about these alarms, no one is thinking 
about having to do all this again for the third time. But precisely now, when 
we are in a period of counterplanning , we need to apply all efforts to what has 
hindered am still hinders rethinking all levels of every organization and 
leadership, as we keep in mind the specialists, workers, and the union activists, 
in order to ensure the preconditions for truly efficient work, and in order to 
overcome the real delay aiready outlined in work on the sixth power block! 
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CZECHOSLOVAKIA 


DEPUTY MINISTER VIFWS BUDGET AS JUMPOFF FOR COST CONSCIOUSNESS 
Prague HOSPODARSKE NOVINY in Slovak No 51/52, 21 Dec 84 pp 1, 4 


[Article by Eng Julius Jombik, CSc, first deputy minister of finance, CSSR: 
"The National Budget for 1985, a Springboard for Cost Consciousness" ] 


[Text] On 11 December 1984 the Federal Assembly discussed and approved the 
law on the national budget of the Czechoslovak federation for 1985, 


The tasks contained in the budgets and financial plans for next year proceed 
from the overall] positive achievements in 1984 and reflect further intensi- 
fication of the economy, greater formation of resources, and the application 

of cost consciousness throughout the national economy. As indicated by the 
l2th Plenum of the CPCZ Central Committee, financial policies are particularly 
aimed at savings of expenditures, especially inmaterials, at better returns on 
management and greater creation of profits. 


Meeting the prescribed goals is extremely important for the coming year, ecco- 
nomically as well as politically. The year 1985 marks the culmination of the 
Seventh 5-Year Plan and thus also efforts to carry out the conclusions of the 
16th CPCZ Congress. At the same time, the year will sce the start of the 
Eighth 5-Year Plan and thus will become the springboard for the political- 
economic directives of the 17th CPCZ Congress. In the course of the year our 
people will celebrate the 40th anniversary of the culmination of the national 
liberation struggle and the liberation of our country by the Soviet Army. 
These are certainly important incentives to increase the efforts and initia- 
tive of all workers to fulfill the pressing and real tasks of 1985 and thereby 
the whole Seventh 5-Year Plan. 


Last Year 


The goals of 1984 were met and surpassed in key sectors of the economy with 
considerable help from targeted goals designated to exceed the indicators of 
the state plan by CSSR Government Resolution No 120/1984 (and by analogous 
resolutions of both republics) on the basis of the conclusions of the 10th 
Plenum of the CPCZ Central Committee. 


According to current estimates, the gross domestic product increased in 1984 
by at least 3.2 percent in fixed prices compared with last year. Almost all 
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the main branches of the national economy share in these good results. It is 
estimated that the plan for industria! production will be exceeded by Kcs 8,6 
billion, gross agricultural production by Kes 7 billion and the volume of con- 
struction work by Kes | billion. 


Greater material asset formation made it possible to secure one of the key 
tasks--to maintain and improve the people’s living standard. !t also enabled 
us to achieve higher assets in foreign economic relations and reduce our credit 
obligations in free currencies, which also belong among the chief tasks of the 


Seventh »-Year Plan. 





At the same time, the fulfillment of these objectives must be considered inthe 
full context of the current complicated international political and military 
situation, which is also reflected in our economic relations. These are in- 
fluenced and restricted by a number of sanctionary and discriminatory measures 
on the part of the capitalist states, whose economies are suffering from many 


increasing indicators of crisis. 


It can be said that we produced more than we expected with relatively lower 
material and raw material input into the economy. 


The development of material ratios is duly reflected in the tinancial area, 
where reduced expenditures--especially material ones--led to more dynamic for- 
mation of material assets. This effect is most clearly seen in the production 
of profit, which is estimated to exceed the plan by Kes 12 billion. 


It was precisely the achievement of above-plan profits which, to a considerable 
extent, made it possible to attain our main objectives in financial and bud- 
eetary policies in 1984, It made up for the variations in meeting certain 
revenues and expenses of state budgets which were connected with lower turn- 
over taxes and especially the reduced effectiveness of our toriegn trade. 


In spite of the preponderance of positive tendencies in economic and financial 
developments there persist in our economy certain long-range problems whose 
resolution is proceeding more slowly than necessary with repsect ot our needs 
and possibilities. First of all, the tempowith which the results of R&D are 
put into practice is entirely inadequate. there are also problems in making 
use of basic resources and in meetine the needs of the domestic market in the 
necessary structure of products and services. the whole system of planned 
management and the standards of management work on all levels will have to be 
improved in these respects. 


The Financing of Research and Development 


The basic thrust of financial and budgetary policies to form pressure for in- 
creasing efficiency and cost consciousness remains the same for 1985. The 
active operation of financial-economic instruments of the financial plan and 
national budget is directed toward accelerating the process of intensifying 
the development of the economy and toward achieving balance and equilibrium in 
financial developments as a whole and in their individual parts. Commensurate 
with actual possibilities, the needs of the population will also be adequately 
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met so that the living standard attained will be maintained and further: 
improved and social security enhanced. 


Consistent with the objectives of improving the system of planned management, 
financial and budgetary policies for 1985 contain certain specific measures 
which actively affect current economic problems. 


{ number of regulations concern chiefly the financing of noninvestment expen- 
ditures for R&D. The tasks of R&™ vill be financed through implementors. 
These tasks will be tinanced larg ‘roughly 60 percent) by the economic 
sphere through R&D funds, the balance us which will be fully transferrable 
from year to year. There will also be provision for supplementing these funds 
from profits produced above a given norm. In the interests of improving con- 
ditions for a closer link between basic research and production, there were 
also set up means of associating financial assets for linking RAD with produc- 
tion. 


Additional Concepts 


Other provisions of financial and budgetary policies wil! also be cari ‘ed out 
in 1985; 


--The experimental verification of the investment fund will be extended to 
most organizations and also the experimental checking of switching profits 
from domestic operations to results of foreign trade will extend to all organ 
izations in the Federal Ministry of the Electrotechnical Industry; 


--In order to resolve structural problems in the development of the national 

economy and to strengthen central resources needed to provide planned expen- 

ditures and balance in the whole budget system, an additional levy on profits 
will be applied; 


--In order to secure planned balancing of plant aid animal production, consis- 
tent with the conclusions of the ]O0th Plenum of the CPCZ Central Commitee as 
well as the resolution of the 10th National Congress of Unified Agricultural 
Cooperatives [JRD‘s], financial policies will be more flexible in the use of 
monetary incentives to help support the authority of the plan; 

--In order to improve the situation in capital construction, decree No 37/1983 
of ZBIERKA ZAKONU will be used consistently in invoicing and paving for de- 
liveries of capital construction and of geological work; 


--In order to assure planned development in the area of inventories according 
to directives of the Seventh 5-Year Plan, efforts will be made toward maximum 
utilization of inventories stockpiled in past years, improving their struc- 
ture, increasing the facility of deliveries in sales and supply organizations 
and reducing stockpiles in production organizations; the sorting out of over- 
plan and unused stockpiles will continue, their orderly utilization wilt be 
organized and the level of standard operations will be raised. the time for 
turnover of inventories in industry and construction is to be sped up by 2.8 














days. this requirement, however, will be tightened even more if it is not 


met in 1984; 


--in order to improve the efficiency of foreign trade, our chief means of ob- 
taining higher franco prices, a regulated system of financial-economic instru- 
ments in foreign trade will operate in production and foreign trade. 


Financial and budget policies also expect consistent implementation of the 
cost consciousness program in the Seventh 5-Year Plan as approved by CSSR 
Government Resolution No 346/198] and supplemented by additional requirements 
on the basis of CSSR Government Resolution No 321/1982 and No 270/1983. 
Adherence to the program on cost consciousness in the various years is reg- 
ularly reviewed within the framework of work on final state accounts. 


Carrying out the plans and goals of financial and budget policies in 1985, 
together with meeting the objectives of the national planand currency plan, 
prepare the conditions for further dynamic development of our national eco- 
nomy as well as for satisfying the needs of the people in the form of personal 
and public consumption, and thereby also assuring the continued growth of 
their living standard and the consolidation of their social security. 


Proportioning the Budget 


The state budgets for 1985 are consistent with the law on the Seventh 5-Year 
Plan formulated in balance as a whole as well as in individual elements of the 
budget system, which comprises the national budget of the Czechoslovak feder- 
ation, the state budgets of the CSR, and the SSR, and the budgets of the 
national committees. At present an increase in receipts and expenditures in 
the budget system of Kcs 13.6 billion, or 4.2 percent, is expected, compared 
with 1984, The amount of the state budgets will reach Kcs 340.4 billion. 


lhe main portion of state budget receipts is provided by the enterprise sphere. 
Revenues from economic organizations will come to Kcs 154.1] billion (45,3 
percent of total receipts), turnover taxes and variances in the domestic 

market to Kes 89.9 billion (26.4 percent), wage taxes to Kes 45.3 billion 
(13.3 percent), and other receipts to Kcs 51.1 billion (15.0 percent). 


Of overall state budget expenditures the greatest part, Kes 159.3 billion (or 
46.8 percent), is designated for noncapital outlays, for social services and 
actions for the population. 


lhe development of noncapital expenditures in this area is to be considered 

in connection with new provisions in the social and wage area, increased per- 
formance in branches of public consumption, the need to improve the level of 
services provided to the public, and also in connection with specific tasks in 
this area. At the same time, the principles of cost consciousness and appro- 
priateness must continue to be closely observed in all organizations and at 
all levels of management in making outlays from budget funds. 


The present international situation compels us to identify resources in the 
national budget to finance essential provisions in order to strengthen 
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the detense ot our country. oY expect that next vear we wilt Spe nd kes def 
billion for defense and security. 

Budget outlays for investment in budgetary and budget-subsidized organizations 
are growing by kcs Pe billion and will reach the overall] total of Kcs 29.9 
billion (or 8.8 percent of budgeted outlavs). Of this total amount, Kcs 22.4 
billion is earmarked for national committees to carry out a number of import- 
ant and socially significant actions. 


Investment subsidies to economic organizations from the state budget will in- 
crease by Kcs 3.2 billion over 1984 and are provided for operations important 
to the development of the whole national cconomy (in the ministries of fuels 
and power, transportation, forestry and water management and agriculture) and 
for investments provided in a special part of the state plan. Investment 
subsidies represent a total of 3.3 percent of budgeted expenditures. 


The dynamic effect of noncapital subsidies is noted chiefly in the planned 
development of animal production in agriculture, and there is continued sup- 
port for manufacturers and users of robots, measures aimed at saving fuels, 
power and metals as well as the production of modern products, particularly 
electronic components. The noncapital subsidies provided are, in cooperation 
with other agencies involved, constantly under review to see that they meet 
the specific obdjectives of branches of the national cconomy, price factors 
and the standards of production and financial plans of the organizations. In 
1985 it is expected that resources used for these purposes will come to Kcs 


41.7 billion, which represents 12.2 percent of planned expenditures. 


The budgets for national committees will reachkes 112.6 billion, which is 3.1 
percent more than in 1984, National committee budgets make up about one-third 
of the total resources of the budget system. The greater part of the assets 
available to national committees is designated for financing branches of 
national public consumption, housing construction, and other such purposes 
which serve to improve the people's living standard. 


The national budget of the Czechoslovak federation has an important role in 
integrating the budget system. Although the proportion of its receipts is 
63.4 percent of the total budget receipts, it uses only 19.7 percent of total 
expenditures. The remaining assets of the national budget of the Czechoslovak 
federation are funneled into the state budgets of the republics in the form of 
particular and general grants in order to meet their planned requirements, in- 
cluding the needs of the national committec budgets. 


The Living Standard 


Among the main tasks set by the l6th CPC7Z Congress on the basis of an analysis 
of conditions for further development of the Czechoslovak economy is the main- 
tenance and further improvement of the living standard attained by the people. 
The accelerated tempo of development in the last 2 years, with the same expec- 
ted for the 1985 plan, made conditions favorable for the execution of these 
tasks. The growth of personal consumption in accordance with the Seventh 





5-Year Plan is based precisely on increased formation of svaterial resources 
accompanied by continued growth of efficiency. Ut is only a rise of nationa! 
income on the basis of increased national labor productivity that can guaran- 
tee a real increase in the living standard. 


The budgetary system isanimportant factor in safeguarding the living standard. 
Its nom apital expenditures for social] services and actions for the population 
will com: to a total of Kes 159.3 billion in 1985, After the proje-tion of new 
provisions this will grow by 4.7 percent, compared with 1984, which means that 
each person's share is Kes 10,293 (or Ksc 222 more annually). 


Under social services and actions for the population, noncapital expenditures 
for social security come to Kcs 88.7 billion or 2.8 percent more than in 1984, 
for education Kes 25.5 billion or 2.1 percent more, and for health Kcs 24.7 
billion or 4.8 percent more. 


Non capital expenditures for culture come to Kcs 4,1 billion, an increase of 
1.8 percent. 


Overall expenditures fromthe state budgets for housing construction and for 
housing management amount to Kcs 26.7 billion. 


Supplies of consumer goods are to reach the sum of Kcs 308.1 billion and wil! 
be higher by Kcs 11.8 billion (index 104.0), while average tax revenues will be 
18.5 percent from retail prices; the turnover tax, including variations in 

the domestic market, will be Kcs 89.9 billion, which represents a comparable 
increase of Kcs 1.9 billion, andthe effect of the retail price adjustments 
will increase returns by Kcs 4.9 billion. The negative turnover tax will 
amount to Kcs 26.3 billion. 


Noncapital budgetary subsidies having a direct bearing on the people's living 
standard will amount to a total of Kcs 10.5 billion. These are chiefly sub- 
sidies to cover losses in housing management and urban mass transit, the cost 
of heat, and measures for the procurement of market cattle. 


It is anticipated that average wages will crow by 1.7 percent (minus JRD's) 

in 1985. The personal earnings of the population are to rise by Kcs 15.3 

billion and will reach Kes 419 billion in 1985 (an increase of 3.8 percent), 
e 


while income from wages will grow by 2.5 percent and income from social 
security by 6.5 percent. 


The increase in savings andthe money supply of the population will come to 
Kes 15 billion (or 0.7 percent less than the amount expected in 1984); the 
status of personal savings will come to Kes 215.7 billion by the end of 
1985 and the status of ready cash will be Kes 52.1 billion. 


Newly granted loans to the people will come to Kes 10.9 billion (minus in- 
terest) and the status of loans will reach Kcs 37.7 billion (including inter- 


est). 


The propitious fulfillment of the goals of economic policies in the penultimate 
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vear of the Seventh 5-Year Plan created room for further improvement tn the 
people's living standard. This situation is specifically reflected in the 
1985 budget by increased expenditures for social services and actions for the 
population which, consistent with the state plan, provide wages payable, new 
social measures, and more services in education and health. 


Disbursements for social security, which represent approximately 55 percent 

of budgeted expenditures for the population, are increasing by Kcs 5.3 bil- 

lion. This relatively high increase in expenditures (7 percent) also repre- 
sents funds for medication and special health materials. Allowance was also 
made for essential needs in health (mecting needed capacity, vreater cost of 
services) and projecting justified requests for educational development. 


The amounts expended for social security will reach Kes 88.7 billion and will 
continue to rise because of new provisions, demographic developments, the 
rising level of wages, andthe continuing national concern for individual 
groups of the population. Almost two-thirds of the outlays for social secur- 
ity consists of payments tor pensions, which are increasing by 3.2 percent 

and will reach Kes 53.7 billion. The number of pensions paid is to increase 
from 3.960 million in 1984 to 4.009 million in 1985, The average old-age pen- 
sion paid monthly will increase from Kes !,3505 in 1984 to kes 1,352 in 1985 
after the new provisions are instituted, 


The total amount expended for health insurance kes 28.9 billion, largely re- 
flects allowances for children, which represent more than 90 percent of these 
expenditures. The total amount paid in allowances for children is influenced 
by new provisions adopted on | January 1985, regulations issuing from the new 
education law effective | September 1984 and the increasing number of second 
and third children for whom the allowances increase progressively. 


Another important component is the sick benefit amounting to Kes & billion, 
which is affected by the number of persons with health insurance, the average 
daily wage, the growing percentage of work disabilities, and the increase in 
sick benefit rates. Added to this is the consideration for budgetary outlays 
for support, caring for a family member as a result of serious illness of 
children. 


Meeting the goals and objectives worked into the financial plans, state bud 
gets and budgets of the nationa! committees for 1985 requires, in Cooperation 
with other management agencies, making full use of our potential, which up 
to now has shown favorable tendencies in the development of the national 
economy, exerting greater pressure to accelerate intensification, the growth 
of efficiency, strengthening cost consciousness in the production and non- 
produciton spheres, and securing financial and budgetary balances as well as 
balance in our external economic relations. 
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CZECHOSLOVAKIA 


INEFFICIENT NATIONAL COMMITTEE-CONTROLLED OPERATIONS CLOSED 
Prague PLANOVANE HOSPODARSTVI in Czech No !1, 1984 pp 65-73 


[Article by Dr Ener Lubos Skoda, State Planning Commission: “New Tasks of 
Coordinating Development in Territorial Districts"] 


[Text] The 16th CPCZ Congress devoted special attention to improving the 
quality of work among national committees. This is logical because they ac- 
count for a significant share in the overall! development of the national 
economy and in satisfying the material and spiritual needs of the populace. 
The share of the economy which is controlled by national committees is con- 
siderable in terms of the overal! Czechoslovak economy. For purposes of il- 
lustration it is possible to state that together with education and health 
care [operations controlled by national committees] employ more than |.5 mil- 
lion workers which amounts to about one-fourth of all economically active in- 
habitants. These operations account for approximately 24 percent of the to- 
tal volume of investment construction and their outlays amount to roughly 
one-third of the state budget. 


In addition to taking care of their own economic activities national commit- 
tees also see to the comprehensive economic and social development of regions 
entrusted to them (primarily through the instruments of regional and terri- 
torial planning). 


Further improvement in the work of national committees was the subject of the 
Sixth Session of the Central Committee of the CPCZ in April 1982. Both the 
report and the resolutions adopted emphasize the requirement to equip na- 
tional committees with a greater degree of jurisdiction which would make it 
possible for them to master new tasks more effectively. Preliminary analyses 
of the activity of national committees proved that the system of regional 
planning plays a decisive role in securing economic and social development of 
the oblasts. By specifying the principles of a rational oblast policy and its 
application in practice national committees can significantly assist our na- 
tional economy in making the transition toward the path of intensive develop- 
ment. 


Practical experience shows that the only way to assure the effective continu- 
ing and proportional development of the entire national economy as wel! as of 
the territorial districts themselves is through the planned development of 
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the individual oblasts with an eve toward their natural resources, their la- 
bor force resources, their historic development, their economic structure as 
well as other oblast viewpoints. The realization of the provisions adopted 
require changes in an entire series of legal regulations. In first place it 
is necessary to recall the amendment of the law on national committees ap- 
proved by Law No 137/1982 Sb of the Czech National Council! and Law No 
139/1982 Sb of the Slovak National Council which changed and supplemented the 
Law on National Committees and adjusts the activities of municipal national 
committees in certain areas of state administration. These amendmenis of the 
Law on National Committees significantly strengthen their position with re- 
spect to assuring comprehensive economic and social development at the terri- 
torial district level. Municipal national committees are divided into three 
categories according to importance. They have different levels of resporsi- 
bility with respect to the activities of the higher level of national comnit- 
tee. In the area of oblast planning the national committees are assigned new 
tasks primarily in coordinating the closing down of obsolete and ineffective 
facilities and uneconomical production as well as the consolidation of funds 
and activities. 


Proposals by national committees to liquidate ineffective facilities and to 
consolidate funds of socialist organizations shouid not be a self-serving ac- 
tivity. They should emanate from the deep knowledge of the managed territory, 
should be based on existing substantiating materials, primarily the various 
types of territorial planning documentation. Proposals prepared and justi- 
fied in this manner should serve as one of the basic foundations for the 
preparation of long-term projections and 5-year plans for the development of 
the national economy. 


The amendments to the Law on National Committees are an outline. To imple- 
ment the adopted provisions it was necessary (or still will be necessary) to 
adjust an entire series of regulations or to work out new ones. The economic 
law was also amended primarily by emphasizing the initiative task of national 
committees in consolidating funds; CSR and SSR government regulations on ob- 
last planning were also amended. CSR Government Regulation No 36/1977 Sb on 
oblast planning was changed and supplemented by CSR Government Regulation No 
138/1983 Sb. Similarly, in the Slovak Socialist Republic SSR Government Reg- 
ulation No 37/1983 Sb on oblast planning was changed and amended by passage 
of SSR Government Regulation No 158/1!1983 Sb. 


Concomitant with these changes in basic legal regulations aimed at strengthen- 
ing the functions of the national committees in coordinating economic and so- 
cial development in territorial districts the State Planning Commission in 
collaboration with the Federal Ministry of Finance, the National Planning 
Commission and the ministries of finance of the CSR and SSR worked out regu- 
lations which were approved by the governments of the CSSR, the CSR and the 
SSR as follows: 


1. Principles of procedure in working out proposals for the deployment of 
(localization) of construction projects with oblast planners, approved by 
CSSR Government Resolution dated 22 December 1982, No 369, by CSR Government 
Resolution dated 8 December 1982, No 341, and by SSR Government Resolution 
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dated 19 January 1983, No 29. These principles were vublished in USTREDNI 
VESTNIK for the CSR, No !, 1983, and for the SSR, No 3, 1983. To facilitate 
their implementation the Czech Planning Commission issued implementing regula- 
tions dated 7 February 1983 and the Slovak Planning Commission issued similar 
regulations dated 15 February 1983. Both were published together with the 
principles in the above gazettes. 


2. Principles for closing down obsolete and ineffective facilities and un- 
profitable production, approved by CSSR Government Resolution dated 22 Decem- 
ber 1982, No 369, by CSR Government Resolution dated 8 December 1982, No 341, 
and by SSR Government Resolution dated 19 January 1983, No 29. Thev were 
published in the USTREDNI VESTNIK for the CSR, No !, 1983, and for the SSR, 
No 3, 1983. 


3. Principles governing coordination activity of national comaittees in con- 
solidating funds and activities of socialist organizations, approved by CSSR 
Government Resolution dated 10 March 1983, No 43, byw CSR Government Resolu- 
tion dated 13 April 1983, No 88, and by SSR Government Resolution dated 

30 March 1983, No 117. Thev were published in SBIRKA ZAKONU under No 
52/1983 Sb in Part 10. 


The full text of the above regulations was published in a supplement to No 18 
of HOSPODARSKE.NOVINY in 1983. Their common character is the substantial ex- 
pansion of the jurisdiction of national committees when compared to the ex- 
isting jurisdiction. Their goal is to create conditions for national commit- 
tees in harmony with the conclusions of the |6th CPCZ Congress and the reso- 
lutions of the Sixth Session of the CPCZ Central Committee to allow them to 
much more effectively influence the comprehensive economic and social devel- 
opment at the territorial district level. The remaining portion of this ar- 
ticle is devoted to an explanation of these regulations which solve oblast 
problems involving the development of the national economy. 


The goal of the principles of procedure in working out proposals for local- 
ization of construction projects with oblast planning organs as well as of 
the implementing regulations is primarily to create a unified system for the 
attainment of harmony between the reproduction of basic assets and the labor 
force, between the production base and the structure of population settlement 
and last but not least to attain an effective and rational deployment of pro- 
duction forces. 


According to Article 9, Paragraph 2, of Regulation No 105/1981 Sb, the in- 
vestment intention is applicable only to a narrowly defined group of construc- 
tion projects (projects having the character of binding and centralized con- 
struction projects and those determined by the central organ of the investor 
in agreement with the appropriate central! planning commission). 


In view of the fact that the scope of construction projects for which an in- 
vestment intention is worked out is tnadequate for the requirements of oblast 
planning the principles and implementing regulations require requestors to 
work up proposals for localization involving a further group of construction 
projects as follows: 
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i. construction projects budgeted to cost over 10 million Kes; 


ii. construction projects which require the addition of more than 10 workers 
or more than 0.5 hectare of new construction site; 


iii. construction projects of a production and nonproduction character be- 
longing to centraliy controlled industrial organizations to the extent to 
which they are proposed for evection outside of settlements of district sig- 
nificance. 


For the subject construction projects this proposal is worked out and is to 
be presented at the beginning of design work. Its scope is precisely outlined 
in implementing procedures and corresponds roughly to the content of oblast 
planning documentation dealing with investment intentions. 


The proposal for locating a facility is always presented by the organs supe- 
rior to the investor (in the event of two-stage control the investor may be 
charged with doing so directly), to the appropriate territorial (according to 
the place of construction) kraj national committee. This regulation consider- 
ably simplifies the entire procedure involved in issuing a position since the 
apportionment of jurisdiction with regard to the issuance of the binding po- 
sition among individual organs of oblast planning is quite complicated. The 
appropriate kraj national committee will see to the rapid transfer of the 
proposal to the substantively and locally appropriate oblast planning organs 
provided it does not itself directl: issue a binding position with respect to 


the proposal. 


The competency for issuing binding positions with respect to proposals for lo- 
cating construction projects is divided differentially between three levels 

of oblast planning organs according to the socioeconomic significance of the 
project. They are as follows: 


i. the Czech and Slovak planning comission; 


ii. the kraj national committee, the National Committee of the Capital City 
of Prague and the National Committee of the Capital City of the SSR--Brati- 
slava, 


iii. the okres national committee, the national committees of the cities of 
Brno, Ostrava, Plzen and Kosice and municipal national committees of Cate- 
gory |. 


The expansion of jurisdiction to issue binding positions with respect to pro- 
posals to locate construction projects to lower-level national committees 
significantly increases their possibilities to effectively coordinate and 
manage comprehensive economic and social development in their own territorial 
districts. 


In addition to having jurisdiction to issue binding positions in specific 
cases the municipal .ctional committees of all three categories comment on 
all presented proposals to locate construction projects from the standpoint 











of possibilities and the requirements of the municipal organism (claims on 
natural resources, the infrastructure, housing construction and environmental 
impact). 


Oblast planning organs are obligated to evaluate the proposed plans for lo- 
cating construction projects from all aspects. They primarily see whether 
the proposal is in harmony with the economic structure of the oblast and the 
structure of population settlement. Further, they check on the utilization 
of territorial teclinical and natural conditions, the method and possibilities 
ot assuring the required number of workers and apprentices, the effects on 
housing construction and the technical infrastructure and the influence on 
available agricultural land and upon the environment. In evaluating propos- 
als they proceed from the basis of binding documents such as resolutions by 
state organs, approved oblast and territorial plans, the oblast manpower re- 
source balance, long-term prospects, etc. 


The proceedings covering the proposal to locate a facility are concluded by 
the issuance of a binding position within 1 month of the submission of the 
proposal (in more complicated cases a considerably longer deadline is permit- 
ted). In comparison to the previous method of handling the implementing reg- 
ulations clearly state the apprepriateness of the ruling. This removes the 
previous disunity when requestors would receive different formulations of po- 
sitions from various oblast planning organs. 


Binding positions with respect to proposals for locating construction proj- 
ects have several characteristic features which make them different from 
other utterances and acts of organs of the state administration. Primarily 
the following should be mentioned: 


i. a binding position is not an administrative decision according to 

No 71/1967 Sb on administrative proceedings. This is so because it is not 
possible, for example, to apply the appropriate provisions of this law on a 
mandatory means to such positions. This, of course, does not mean that a 
disagreement with an issued binding position may not be asserted at all. If 
the requester has serious reasons he may according to Article 76 of Law No 
69/1977 Sb on national committees (as amended) request a change as well as a 
correction of an incorrect provision; 


ii. the requester must respect a binding position in its entire scope with- 
out conditions, Without a position (or in the event of a negative position) 
the investment design may not be issued or work may not proceed with respect 
to documentation which has already been prepared. A binding position is an 

essential part of the documentary component of a design task; 


iii. the validity of a binding position is limited in time as long as the 
construction project has not been entered into a medium-duration state or 
economic plan or as long as construction has not been started within 3 years 
of the issuance of the position an extension of its validity must be re- 
quested, In the event there are changes in the basic data a new binding po- 
sition must be issued. 
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Of the obligations of the oblast planning organs it is necessary to list pri- 
marily the maintenance ot records with respect to the issuance of binding po- 
sitions (cumulative records are kept by kraj national committees), the moni- 
toring of fulfillment conditions of the binding position and the assurance of 
the appropriate number of workers in the resource balance and their assign- 
ment to appropriate time frames. 


Investors and their superior organs are obligated to assure the fulfillment 
of all conditions in the binding position during the course of further prepa- 
ration and during the course of construction; they must make sure that the 
work plans in the medium—duration and implementing plans make provisions for 
the appropriate number of workers for newly constructed facilities and must 
take other essential measures. They are obligated to verify these undertak- 
ings even before the proposal for locating the facility is submitted. In ad- 
dition, they also keep records of any binding positions issued to them thus 
far. 


Despite the fact that the proceedings covering the location of construction 
projects are in actual practice connected with an increase in administrative 
work (both with respect to investors as well as with respect to national com- 
mittees) one must keep the society-wide benefits in mind, namely that it pro- 
vides essential information for the development of the national economy with- 
out which one camot count on the effective direction of our entire volume of 
investment construction. 


The principles for shutting down obsolete and ineffective operations and un- 
economical production replaced the existing principles approved by CSSR Gov- 
ernment Resolution No 459/1966 on the liquidation of unprofitable production 
facilities which were not being applied too much in practice. One of the 
reasons was the fact that in this all-societal important process national 
committees were being given only a passive role. This task which involved 
them in commenting only on proposals to liquidate unprofitable enterprises 
as submitted by economic organizations came into conflict with the conclu- 
sions adopted at the |l6th CPCZ Congress and at the Sixth Session of the CPCZ 
Central Committee. 


The approved principles entrust the kraj national committees with jurisdic- 
tion to take the initiative (even on the basis of proposals by lower national 
committees) in recommending the closing down of ineffective facilities and to 
comment on proposals submitted by centrally controlled organizations with re- 
gard to this problem. In addition, kraj national committees are obligated 
within the framework of concluded contracts to set conditions essential for 
the assuring of interests of the given oblast as wel! as of the workers of 
the organization. 


Compared to the previous system the principles significantly expand the pro- 
cess of shutting down enterprises including obsolete facilities and facili- 
ties with unprofitable production. The first part lists cases in which it is 
advantageous to close down the facility. They act as certain guidelines for 
evaluating unprofitability which in many cases will be difficult to express 
precisely. Closing down an unprofitable production facility is suitable pri- 
marily in the following cases: 





i. in cases where materials, energy resources or manpower are ineffectively 
or uneconomically utilized; 


ii. where the shutdown is an essential condition for activating a new ca- 
pacity; 


iii. if the shutdown facilitates the transfer cf production programs which 
it is more expedient to transfer to less utilized enterprises in other ob- 
lasts in the interest of developing basic production in decisive industrial 
conglomerates; 


iv. where production is obsolete and the cost of renewing it would be dis- 
proportionately high. 


The basic condition for shutting down ineffective production facilities is 
the assurance of higher effectivity of production. However, in no case can 
it be carried out without consideration or dogmatically. The principles 
state limiting barriers which are designed to prevent possible negative in- 
fluences on our economy. Primarily there must be no loss or narrowing of 
production of products needed by all of society, there must be no disruption 
in the continuous supply of the national economy or in the regular fulfill- 
ment of obligations in foreign trade. In such cases the principles stipulate 
obligations for organizations which take over production programs from 
closed-down facilities to assure the required necessities to their full ex- 
tent. 


Additional limitations concern production which assures the necessities of 
national defense, deliveries for the market or those enjoying special pro- 
tection (for example, patents, protective marks, etc.). Even in these cases 
it is necessary to take given facts into consideration and to independently 
negotiate shutdowns with appropriate competent organs. 


Proposals for shutting down uneconomical facilities are presented by 
i. central organs (industry branches), 

ii. middle management components, 

iii. economic organizations, 


iv. national committees when speaking for their own production facilities 
and products. 


In addition, the kraj national committees, the National Committee of the 
Capital City of Prague and the National Committee of the Capital City of the 
SSR--Bratislava may take the initiative in presenting proposals to close down 
unprofitable facilities, even those under the jurisdiction of centrally man- 
aged organizations. In these cases suggestions can be given to national com- 
mittees by okres and municipal national committees. The actual closing down 
of ineffective production facilities is carried out directly by the appropri- 
ate economic organization and includes organizations controlled by national 
committees. 
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Proposals to liquidate should not be made casually. They should primarily 
emanate from long-term prospects and concepts of development of the indus- 
trial branch and the oblast and on the part of national committees also from 
oblast plans or possibly additional documentation pertaining to the given ob- 
last as, for example, represented by territorial planning documentation. 

That is why the principles stipulate that before presenting a proposal or 
during the process of negotiation the appropriate economic organization must 
seek information from its superior organ as to whether the closing down of 
the operation is in harmony with the concept of the development of the sector 
or industrial branch in the given oblast. 


Proposals by centrally managed organizations are presented to the territori- 
ally competent (according to the location of the facility) kraj national com- 
mittee which is obligated to evaluate them, tomake sure that okres and mu- 
nicipal (local) national committees comment and to decide whether it will 
conclude an agreement with respect to the closing down of an effective pro- 
duction facility or not. Proposals by kraj national committees for the liq- 
uidation of ineffective production facilities which are centrally managed are 
presented directly to the economic organization to which the appropriate pro- 
duction facility belongs organizationally. 


Where the negotiations result in agreement the proposing organization or the 
economic organization concludes a written agreement with the kraj national] 
committee which must contain particular references to the following: 


i. a binding deadline for shutting down the ineffective production facility, 


ii. the number of gradually released workers as well as provisions for their 
further employment, 


iii. the method of future utilization of the facility, 


iv. additional binding conditions pertaining to the shutdown of the facility 
or the production. 


If during the course of the negotiations there is no agreement resulting in 
the conclusion of accord the dispute will be negotiated and decided by the 
competent central organ of the appropriate economic organization together with 
the Czech or Slovak planning commission and in the case of a federal central 
organ with the State Planning Commission. If not even in this manner a deci- 
sion on the dispute is reached the final decision in given cases will be that 
of the government. 


A significant provision of the principles is that agreed-upon proposals to 
close down ineffective production facilities must be included in the proposed 
economic plans of economic organizations. This method assures the tie-in to 
the creation of planning documents. The binding nature of the agreed-upon ac- 
tions is further strengthened by the fact that nonfulfillment of the condi- 
tions set forth in the agreement pertaining to actions included in the eco- 
nomic plans can result in the application of palpable financial sanctions ac- 
cording to Article 29, Paragraph 2, of Law No 145/1970 Sb on national economic 
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planning, including also at the suggestion of the competent kraj nationa! 
committee. 


Preparations and realization of closing down ineffective production facili- 
ties must be conducted in close cooperation with the appropriate organs of 
the ROH, with an eye toward the particularly protected interests of some 
groups of workers (for example, invalids) and in agreement with valid legal 
regulations of which it is necessary to primarily list the labor code and 
other labor regulations as well as the economic code. 


The operative economic organization is obligated to keep meticulous records 
with regard to al! activity connected with liquidation of the production fa- 
cility, to document the veracity and completion of the process. The basis of 
this process is the written agreement with the kraj national committee regard- 
ing the closing down of the ineffective production facility or production or 

a positive decision by the appropriate central organ regarding the dispute. 


In some cases stipulated in special legal regulations (for example, according 
to Law No 20/1966 Sb on health care) the process in proposing and carrying 
out liquidation differs from these principles. 


The release of workers of closed-down facilities is a significant source of 
manpower for newly established investments with modern technology and a higher 
degree of productivity. Consequently, it is possible to anticipate a signifi- 
cantly increased effectivity in all of our national economy from a broader ap- 
plication of these principles. 


Principles of coordination activity by national committees in consolidating 
funds and activities of socialist organizations were worked out on the basis 
of the analysis and evaluation of valid regulations from the standpoint of 
the competence and extent of the jurisdiction of national committees in the 
area of consolidating funds. 


The evaluation of a considerable number of regulations and opinions together 
with interested organizations prove that: 


i. the consolidation of funds and activities represents a significant source 
of savings both with respect to funds for construction of new investments as 
well as their operation but also savings of manpower or production means 
which are in short supply, 


ii. possibilities of consolidating can best be uncovered directly at loca- 
tions where the production process occurs and where independent economic 
units from various branches or units which are subordinate to various organs 
are concentrated, 


iii. in certain locations an extensive complex of problems connected with 

the development of organizations which are located there and are to a certain 
extent of the same character (for example, the civic and technical infrastruc- 
ture, protection of the environment, etc.) must be solved, 








iv. local organs of state power and administration, that is to sav, national 
committees, which have the broadest and most comprehensive knowledge of the 
requirements of citizens and organizations located in their territorial dis- 
tricts as we! is contemporary knowledge regarding resources and possibili- 


ties which exist there are the most suitable for seeking out possibilities of 
consolidating and further coordination. 


On the basis of this evaluation and the currently ongoing adjustments of cer- 


’ 


tain legal regulations (particularly the law on national committees and the 
economic code) the principles on consolidation funds and activities of social- 
ist organizations were worked out. They basically change the position of na- 
tional committees with respect to consolidation. From their passive tasks 
the transition is made to an active conception emanating from the need to 
equip them as organs of state power and administration as wel! as responsible 
instruments for the implementation of rational oblast policy. Primarily the 
principles tor national committees contain the right to take the initiative 
in presenting and negotiating proposals for consolidating funds and activi- 
ties with the right in some cases to even direct this activity. 


The consolidation of funds or activities is not unique or accidental. The 
national committees are obligated to systematically seek out possibilities of 
useful consolidation of funds and activities in their territorial districts. 
The significance of this conceptual work is emphasized by the fact that the 
approval ot basic directions in the area of consolidation is the exclusive 
right of nationa! committee plenary sessions. The actual conduct of the pro- 
cess of negotiating concrete proposals is managed and coordinated by the na- 
tional committee councils. Approved basic directions for consolidating will 
become one of the basic precepts in the work on preparation of long-term out- 
looks and medium-term plans of development for the national economy. 


The principles are applied primarily in cases involving joint construction 
and operation ot energy facilities, facilities serving the protection of the 
environment (wastewater cleaning facilities, waste burning facilities and 
waste dumps, etc.), warehousing facilities, communication and distribution 
networks, feeding and housing facilities, administrative buildings, repair 
and maintenance facilities, facilities for preschool education, health care 
and social facilities, secondary operations and auxiliary production. Ac- 
tivities in existing facilities and their communal! production entities, for 
example, the more effective utilization of existing capacities of enterprise 
and school feeding facilities, transportation and construction capacities, 
maintenance and repair workshops, etc., will also be involved. 


The approved principles throw the process of preparing the consolidation of 
funds and activities into the time period specified for the conclusion of 
economic contracts according to the economic code and Proclamation No 
151/1978 Sb. Following their conclusion subsequent procedures are governed 


by generally applicable legal regulations and the concluded economic contract. 


The main portion of the principles governs the actual procedures in preparing 
for the consolidation of funds or activities. It is stated that proposals 
by all socialist organizations including national committees. 


may be presented 








. ' course, present them even in cases where they do not themselves 

participate in such consuvlidations. fhe locally competent national committees 
evaluate such proposed submissions from various viewpoints (oblast proportion- 
ality, economic ettectivity, etc.) and subsequently negotiate with the inter- 


ested soctia ist organization involved in the consolidation. 


In view ot the fact that in some cases a superior organ might rule with re- 
spect to the necessary resources the organizations are obligated to negotiate 


these requirements ahead of time. Similarly, in some cases funds whose 
utilization is subject to the approval of the appropriate ROH organ might be 
subject to consolidation. Even in this case it is necessary to negotiate the 
utilization of these tunds ahead of time, fo the extent to which an agree- 
ment is reached im such cases the appropriate organizations will conclude an 
economic contract regarding the consolidation or wil! agree on the subsequent 
process of its preparation. Li an agreement is not reached and the appropri- 
ite national committee did not accept the suggestions of the appropriate or- 
ganization it can order the conclusionof acontract. Betore issuing this de- 
cision, however, the national committee is obligated to ascertain and evaluate 
whether this is an activity which the organization is entitled to conduct and 


also ascertain the position of the superior organ. 


by the national committee [Is not a decision in the sense 
ot Law No 71/1967 Sb on administrative proceedings. Arcreement with it can be 
asserted only in accordance with Chapter 5, Section 2, of the Law on National 
Committees and then only in the context of rectification of an incorrect pro- 
vision. In the event of a dispute the CSSR State Arbitration Commission will 
consider the decision by the national committee which orders the organiza- 

tions to conclude an economic contract with regard to the consolidation of 

funds and activities to be a leval fact on the basis of which the organs of 
‘onomic arbitration shall, at the request of one of the organizations or on 
its own initiative (having had its attention drawn to this fact by the na- 


tional committee) replace the agreement by the organizations on the appropri- 
ateness of the necessary measures to bring about a contract on consolidation, 


, . 


The right of national committees to conclude contracts on consolidation is 
graduated according to the interdependence between nationa! committees of 
Catevory | (local and municipal) and Category 2 (okres national committees 

ind national committees equal to them in jurisdiction). Local and municipal 
national! committees may issue decisions only in cases involving local matters. 
In all other cases the competent national committee is the okres national com- 
mittee and the national committees of the cities of Brno, Ostrava, Plzen and 
Kosice. On the territory of the capital city of Prague and the capital city 
of the SSR--Bratislava the competence to assign obligations to conclude con- 
tracts on consolidation is reflected in special regulations as a result of 
their extraordinary status. Kraj nationa! committees are the organ resolving 
nossible disputes between orzanizations and okres national committees. 


. that the conclusion of contracts should not be self-serving and should as- 
sure the subsequent progress of action preparation the principles specify the 


‘ration of organizations to pass through the agreed-upon (Cor assigned) 


participation in the consolidation to their economic plan proposals and 
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tions on the actions carried out bv national committees in the “Camnaiz" 
were rescinded. Furthermore, all ministries and other central organs wer: 


*. 


issigned to harmonize all regulations pertainine to consolidation with the 


approved principles. Primarily the Proclamation of the Federal Ministry ot 
inance, the Ministry of Finance of the CSR and SSR, No 15!1/1978 Sb, on ¢t 


ms ijaction ot tunds of socialist organizations was chanved and supple- 


mented by the Proclamation of the Federal Ministry of Finance, of the Minis- 
tr inance of the CSR and SSR, No 14/1984Sb. The Federal Ministry of Fi- 


nance, the Ministry of Finance of the CSR and SSR issued Advisory No 


IV/248/1984 published tn FINANCNI ZPRAVODAJ to assist in the implementation 


of certain questions regarding the consolidation of funds. 


he approved regulations significantly strengthen the position of the na- 

ti nal ‘ommittees as coordinators rf economic and socia development in their 
territorial districts. The application of the regulations in practice wil! 
nean significant claims on the quality of their work both with respect to 
specialized as well as political aspects. Their decisions must not be influ- 


enced bd anv loca! interests or subjective viewpoints but must emanate exclu- 


sively from respect for the interests ot al! of society. 








CZFI H »CT iY .W 


NOVEMBER 1984 ECONOMIC RESULTS SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech No 5./52, 1984 p 2 


{[Arcicle by Eng Marie Hoermannova and Eng Alena Polakova, Federal Bureau o! 
Statistics: "November 1984"] 


[Text] In follow-up of the results attained in the preceding months, the 
national economy was developing smoothly in November of the current year. 
Economic plans were exceeded in key economic indicators. The November results 
favorably affected the meeting of economic plans for the period from th 
beginning of the year till the end of November. 

The rate of increase in basic economic indicators achieved in November and 
Since the beginning of the year was also affected by the higher availability 
of work time than was the case in the comparable periods of last year. 
November there was one more work day than in the same period of last year, 
in January through November there were two more work days than in the sam 
period of last year. 


The following shares of the annual state pian were achieved by the end 


November in key indicators of the economy: 93.9 percent in the volume of gross 
production, 92.7 percent in the volume of construction projects carried out by 
indigenous personnel, 98.5 percent in procurement of animals for slaughter, 


84.1 percent in total imports, and 89.2 percent in total exports. 


The development of gross production in industry was faster both in November 
and since the beginning of the year than called for by the annual state pla 


The volume of gross production in November was higher by 5.3 percent (plan 
102.5) than in the same month last year, and November production plans wer: 
met by 101.3 percent. The average daily production in industry in November 
topped last year's November production by 1.9 percent. 


The value of gross production turned out in centrally planned indust 
the beginning of the year till the end of November was Kcs 622 billion, i.e., 
4.3 percent more than in the same |! months of 1983. Average dai! 

for January through November increased over the same period of last year by 
3.6 percent. 


yY procu | 
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Production plans were met in industrial enterprises by 101.3 percent. While 
overall meeting of the production plan was exceeded, it was uneven--183 indus- 
trial enterprises, i.e., more than one-fifth of the total number, failed to 
meet their quotas from the beginning of the year till the end of November. 

The highest rates of increase in gross production in January through November, 
with simultaneous meeting of economic plans, were achieved in the electrotech- 
nical industry, in general engineering, and in the pulp and paper industry. 


Adjusted value added in industry for January through November was higher by 
5.7 percent than for the same period of last year; plans were met in indus- 
trial enterprises in this indicator by 102.2 percent. The plan for adjusted 
value added failed to be met for the !1 months by 185 enterprises, i.e., 17 
percent of the total number. 


Productivity of labor in industry (computed from gross production) increased 
for January through November by 3.8 percent (annual state plan envisions an 
increase of 1.3 percent), and productivity of labor computed from adjusted 
value added increased in 11 months by 5.1 percent. 


Deliveries showed a conspicuous increase in the area of industrial production 
marketing for che 11 months of the current year in comparison to January 
through November of last year. Plans were exceeded in all key directions of 
marketing from the beginning of the year till the end of November. However, 
with overall exceeding of economic plans for marketing, planned deliveries 
for domestic trade were not met by 18 percent of enterprises and deliveries 
for exports to socialist and nonsocialist countries by approximately 20 per- 
cent of enterprises. 


The volume of construction operations carried out by indigenous personnel in 
the construction industry increased in November by 1.3 percent in comparison 
to the same month of last year. The average daily production in that month, 
compared to November of last year, was down by 3.1 percent. The volume of 
construction operations carried out by indigenous personne! for the period 
January through November reached Kcs 86.9 billion, topping January through 
November of last year by 1.8 percent. The average daily production in the 
construction industry increased from the beginning of the year by | percent. 
The increment in construction industry's production specified by the annual 
state plan is 0.7 percent. 


The production plan was met by construction enterprises in November overall! 
by 102.5 percent. At the same time, more than 40 percent of construction 
enterprises failed to meet their production plans for the 11 months. 


Adjusted value added increased for the 1! months in the construction industry 
by 2.9 percent. The plan for adjusted value added was met by construction 
enterprises overall! by 101.4 percent; 45 enterprises, i.e., 18.7 percent of 
the total number, failed to meet their plans for adjusted value added during 
that period. 


Productivity of labor in the construction industry (on the basis of ZSV), 
increased in November and from the beginning of the year by 1.6 percent, pro- 
ductivity of Labor computed from adjusted value added increased in |! months 
by 2.7 percent. 
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The number of apartments turned over in contracted housing constr 
the end of November was 44.725 units, i.e., 77.3 percent of th 
plan. 


The volume of goods transported by public transportation in November » 
58,776,000 tons, i.e., 1.7 percent more than in November of last year Tha 
plan for public transportation of goods was met in November by !0!.% percent 
including 102.4 percent in railroad transportation, 102.1 percent 
Czechoslovak Automotive Transportation, and 87 percent in river navie 


Public freight transportation transported from the beginning of th vear ci! 
the end of November 611 millicn tons of goods, i.e., 0.7 percent less than in 
the same period of last year. At the same time, the volumes of goods trans: 
ported in January through November of the current year were higher in railroad 
transportation and river navigation than in the 11 months of last year. Trans- 


portation of goods in Czechoslovak Automotive Transportation dropped by 
percent. 


The plan for public transportation of goods for January through November wa 
met overall by 99.5 percent (in Czechoslovak Railroads 100.8 percent, «: 
Czechoslovak Automotive Transportation 98.4 percent, and in river sovipot 
101.7 percent). The average daily load in vehicular units increased in Janu 
ary through November by 1.6 percent in comparison to the same period of last 
year. The average circulation time per vehicular unit in days decreased by 
2.5 percent and amounted to 3.95 days. 


The time plan for procurement of animal products in agriculture was met 
November by 107.6 percent in the case of animals for slaughter (1! 2.0 perc 
in horned animals for slaughter, 101.4 percent in hogs for slaughter, [01 
percent in poultry for slaughter, 109.9 percent in milk, and 110.0 percen' 
in eggs). 


The January through November time schedule for procurement of al! basic anima! 
products was exceeded, most substantially for eggs and milk. [n comparison 
with January through November of last year, procurement of animals for slaupgh- 
ter, including poultry, amounted in the 11 months of the current year to 73,400 
tons more (4.5 percent increase), in the case of milk 203 miilion liters more 
(3.8 percent increase), and 103 million more eggs (3.8 percent ncresse). 


Exports increased faster than imports over the 11 months in foreign trad 

The rate of increase achieved herein was in exports to socialist countries 
(110.8 percent) rather than in exports to nonsocialist countries (104.2 per- 
cent). Of the annual state plan for exports to socialist countries, 90.7 per 
cent were met by the end of November, 88.1 percent to nonsocialist countri: 
Overall imports for January through November increased by 7.7 percent over 
the same period of last year. 
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Basic Indicators of National Economic Development in November 1984 
Increases Over Same Period of Preceding Year [in percent ] 


January- State’ 
item November November Plan _ 
Centrally Controlled Industry 





deliveries fer 


~-investments at wholesale prices - 4.0 - 
-~-domestic market 

at wholesale prices - 3.5 - 

at retail prices - 3.5 - 
--exports to socialist countries 

at wholesale prices - 4.7 - 

at FOB prices - 7.1 - 
--exports to nonsocialist countries 

at wholesale prices - 7.7 - 

at FOB prices - 8.9 - 
--other sales for industrial production and 

operation 

at wholesale prices - 2.5 - 
gross industrial production 5.3 4.3 = 
average number of employees 0.4 0.6 1.2 
labor productivity based on gross production 4.8 3.8 1.3 
Construction 
construction operations performed with internal 

manpower resources 1.3 1.8 0.7 
average number of employees -0.3 0.2 0.9 
labor productivity based on gross production 1.6 1.6 -0.3 
housing units turned over by contracting 

enterprises 10.7 Le? -4.9 
Procurement 
animals for slaughter (including poultry) 1.0 4.5 -2.1 
milk 4.6 3.8 -4.7 
eggs 4.2 3.8 -3.9 
Retail turnover 
in key trading systems 3.0 2.9 1.3 
Foreign trade’ 
exports to socialist countries - 10.8 6.1 
exports to nonsocialist countries - 4.2 ies 
imports from socialist countries - 14.2 9.5 
imports from nonsocialist countries - -1.6 9.0 





* Adjusted federal plan approved by Government Decree No 120/84 (without effects 
of goal-oriented programs); plan adjusted for actual 1983 results. 

“ Data based on state plan impleme station in 1984 plan methodology (according 
to Government Decree Ne 263/83). 
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In domestic trade the retail trade turnover in key trading systems in current 
prices increased in November by 3 percent, primarily due to retail trade turn- 
over in trade organizations of the Industrial Goods Trade and Food Industry 
Trade. The goods bought in organizations of key trading systems in January 
through November amounted to more than Kes 215 billion, i.e., 2.9 percent more 
than in the same period of last year. The highest rate of increase in retail 
turnover over 11 months was attained in the Fruit and Produce Trade and in 
department stores. The retail turnover plan for this period was met by 101.2 
percent. 


Increases in monetary incomes of the populace and incomes from wages for the 
period January through November was higher than the rate of the annual state 
plan. 


The state of currency in circulation reached Kcs 53.5 billion as of 30 November, 
i.e., Kes 2.3 billion more than as of the same date of last year. 


8204 
CSO: 2400/226 
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C7ZPCHCSLOVAKIA 


@ me of the main components of the economic mechanism 
tine the economic mechanism of the contemporary stage 
es questions of an expressively theoretical nature 
mic substance and the substance of its main compon- 

tance of khovraschet presents a question ol this 

irly contradictory opinions. Today the majority of 
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CZECHOSLOVAKIA 


BUREAUCRACY HAMPERING PRODUCTION 
Bratislava PRAVDA in Slovak 29 Dec 84 p 2 
[Article by Jozef Supsak: "Why Do It Today if You Can Do It Tomorrow?"] 


[Text] Flat connectors are absolutely necessary for the final products of 
the electrical engineering industry, especially in consumer electronics 
appliance and computer and measurement technology. Coated insulating compo- 
nents are a primary material for the manufacture of flat connector panels. 
The situation in the electrical engineering industry is, regrettably, such 
that the flat connector panels made by Tesla Prelouc are in short supply. 
Other plants, including Tesla Orava and Tesla Bratislava, could provide a 
litany of excuses about their final production plans that went astra, many a 
time because of delays in the deliveries of flat connector panels. 


This burning issue is closely related to the Kablo Bratislava Gumon plant, 
which manufactures coated insulating materials exceeding 0.8 millimeters in 
thickness and is unable to meet fully the national economy's needs, especially 
those of domestic consumers who make flat connector panels for final assembly. 
The Gumon plant manufacturers no coated materials within the 0.1 millimeter 

to 0.8 mil!imeter thickness range, so these must be imported from nonsocialist 
countries. 


The problem lies somewhere else. The Bratislava Gumon plant has long had a 
completed solution on how to remove this disproportion and supply its business 
partners with a range of insulating components of lesser thicknesses. It has 
developed its own production techniques and some single-purpose machinery for 
the manufacture of type Cuprexit SEC and Cuprexit SEB coated insulating com- 
ponents 0.1 to 0.8 millimeters thick, which would eliminate their import 
costing more than Kcs 6 million foreign-exchange. Although at Gumon they have 
already made a sample quantity of the much needed coated insulators, they lack 
the capacity for full-scale production. That is to say, the plant is not 
equipped with appropriate technological resources. Especially lacking is 
auxiliary equipment for preservative treatment machines, presses and a fin- 
ishing assembly line. 


Had the problem been solved in its original form, coated materials (especially 
the super thin ones) would not be in so critical a situation in Czechoslovakia 
now. In early February 1981, the minister of Czechoslovak electrical engi- 
neering industry issued Directive No 2/1981 to ensure the development of flat 








connectors production within the ministerial sector under the Seventh 5-Year 
Plan. It included the statement that Gumon Bratislava was allocated invest- 
ment resources for modernizing its production and technological base to expand 
the manufacture of coated materials for flat connectors. Subsequently, appar- 
ently nobody at the ministry followed up to check whether the directive was 
being complied with, and as a result Gumon has not yet received the allocated 
portion of investment capital. It is not surprising, therefore, that the 
pliant is unable to provide, in a “quick fix,” the technologically demanding 
fine coated materials. Even though a solution to the problem was found by 

the Ministry of Electrical Engineering Industry, it was a solution making a 
virtue out of a necessity: coated materials (0.1 through 0.8 millimeter in 
thickness) are imported from nonsocialist countries. 


"We worked out a proposal on how to expand production and introduce a new 
product range in coated materials by means of credit repayable in foreign 
exchange. This took place 2 years ago. Because of diverse bureaucratic 
obstructions, the foreign exchange credit did not become effective. Now we 
have developed an alternative credit solution under which foreign exchange 
repayment would be achieved in 3 years. The whole project was again set into 
motion, but then it became snarled. It seems that a written statement from 
our general management confirming the allocation of resources for purchases of 
imported raw materials, was missing. In effect, the Technopol foreign trade 
enterprise is also unable to complete this commercial deal successfully," 
according to Daniel Okaii, deputy director of Kablo Bratislava. 


According to Anton Lesak, a member of top management of the Prague High- 
Voltage Electrotechnical Plant (ZSW), “the problem centers on the fact that 
the ministry is the budgeting unit for thin coated materials and covers their 
importation from its ‘own' funds. Our management also has its ‘own' funds 
out of which it would be forced to defray purchases of imported raw materials 
if tnin coated insulators were being made at the Gumon plant. And, under 
standably, a management representative is likely to oppose (because of per- 
sonal economic incentives, among other things) additional foreign exchange 
expenditures by the management." 


The low point in the whole matter is that the overall societal interest was 
shunted aside. If the ZSE Prague general management had come to terms with 
its own ministry (or vice versa), the foreign exchange would surely have been 
found. Raw materials for domestic production would be purchased for Gumon 

at the cost of only Kes 2 million in foreign currency, but at the same t ime 
the yearly imports of Kes 6 million in foreign currency worth of fine coated 
materials would be eliminated. Using the new equipment and machinery, Gumon 
would be able to manufacture a broad mix of coated insulating products, and 
the foreign currency expended on the modernization of production would be 
recovered by society in 3 years. 


According to Stanislav Landl, chief of Gumon's technological development divi- 
sion and member of the CPSL plant-wide committee, "We have set up and intro- 
duced a number of production technology improvements, designed and manufactured 
vertical painting devices, and thus saved tens of thousands of foreign exchange 
korvinas. But this is as much as we can do. Rational restructuring cannot be 
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a solution to all production problems, especially those involving complex tech- 
nologies. The electrical engineering industry and other users of electronic 
products need new materials. We are making preparations for the manufacture 

of a unique new material for flat wire Akron connectors and we are continuing 
the development of a new production technology for multilayer flat connectors. 
Yet we will be unable to manufacture them in our plant unless we advance our 
overall technology and machine tool base." 
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HUNGARY 


RESULTS OF INCOME, WAGE REGULATION EXPERIMENT NOTED 
Budapest TARSADALMI SZEMLF in Hungarian No 11, Nov & pp 65-77 


[Article by Katalin Bossanyi: "Lessons of the Fxperiments With Regulating Ine 
come and Earnings" ] 


[Text] A great debate developed in recent years over the various forms of reg- 
ulating wages and earnings. The functional agencies focused their criticism on 
the economic organizations’ low costesensitivity and the absence of pressure 
for performance, as a result of which wasteful use of labor is continuing, pro- 
ductivity is low and, year after year, the outfiow of wages is not commensurate 
with performance, exceeding the targets of the annual pians, despite the strict 
curbs. On their part the enterprises and cooperatives complained that their 
economic independence has been infringed the most on these issues, for they 

lack the resources to offer their collectives and individual workers incene- 
tives to work more efficiently. 


The differing opinions agreed on one point: that the employed forms of regue 
lating earnings are only able to perform more or less their functions of 
repulating purchasing power, but their incentive functions--contrary to our 
Stated economic-policy objectives--are being relegated to the background. 


In harmony with the planned steps to reform economic management and regulation, 
comprehensive analyses of these questions were begun in 192. Two opposite 
standpoints evolved in the course of this work. Some of the central agencies 
felt that tne most expedient solution would be to determine centrally the exe 
tent and scheduling of the annual increases of basic wages, and let the dife 
ferentiation of earnings among the enterprises proceed through the variable 
wage components [premiums and bonuses] and the profitesharing funds, as a 
function of the performance in the given year. On the other hand, most 
theoretical experts were of the opinion that actually there is no need for 
eparate wage regulation; instead, wages ought to be perceived as an integral 
part of the enterprises’ cost management, by exerting much greater pressure 
for performance than at present, and by making the market mechanisms more 
eenerail. 


In the course of this theoretical debate, a very edifying process was taking 
place in the eccnomy. The emergence of small businesses revealed how different 
are the performances of which the same people in the same organizations are 
capable when they are paid commensurately with their additional effort. 











Despite certain undesirable side effects, the experience of the enterprise work 
associations proved that incentive systems ciosely J]inked to performance play 

a role in raising efficiency quickly and in a differentiated manner; that un- 
der intrapreneurship wages and costs are convertible, and therefore the addi- 
tional incomes reduce rather than increase the enterprises’ overhead. Another 
lesson of the enterprise work associations’ operation is that a direct incen- 
tive for a small collective makes the collective's leadership and its election 
more democratic, results in better self-policing, and increases the collec- 
tive'’s sense of ownership and responsibility. It has likewise been proven 
that two sets of values--two different systems of incentives and performance 
evaluation--are difficult to maintain permanently within the same enterprise 
or cooperative. But it also has become obvious that the enterprise work asso- 
Ciations’ favorable experience cannot be applied on a one-for-one basis to work 
Guring regular hours, specifically because of the restrictions imposed by wage 
regulation. 


Since 1963--in part to explore the future--economic organizations have been 
able to participate in several kinds of wage experiments, at first only in 
agriculture and the construction industry, and then as of this year in indus- 
try and the food industry as well. I wiil attempt to summarize in this arti- 
Cle the most important lessons that the participating economic organizations 
have learned during the 18 months of these experiments. 


In 1963, a total of 92 cooperative and state farms participated in the experi- 
ments with the regulation of earnings. The number of experimenting organiza- 
tions was 21 in the construction industry, and nine in industry. (But two of 
the latter belong to industry only for branch and sectoral considerations; 
their actual areas of economic activity are, respectively, the building materi- 
als industry and the installation industry.) This year already 45 industrial 
enterprises, plus 1 few organizations belonging to other sectors, have been 
able to try income regulation differing from the general; but this model dif- 
fers significantly from the conditions of last year’s experiments in both the 
construction industry and in industry. In agriculture the number of partici- 
pating farms has remained unchanged, but eight food-industry enterprises have 
joined the experiment, under a system of regulation corresponding to thet in 
industry. Thus, in addition to the farms, a total of 126 economic organiza- 
tions are participating in testing three different experimental] models of the 
regulation of earnings. 


Only six months have elapsed since the expansion of the experiment in industry, 
and this expansion started just when it became known that a new system of regu- 
lating earnings would be introduced in the entire economy as of 1985; this 
limited from the outset the wiilingness and frankness of volunteers for the 
experiment. Thus conclusions may be drawn only with very great caution from 
the experience of the past 18 months. 


1.0 Pruning the Deadwood 
1.1 Experience in Agriculture 


Since the beginning of 1963, a total of 92 farms (6 percent of the cooperative 
and state farms) have been participating in the wage experiments. These farms 








hold § percent of the assets in agricultuture, prod:ced 9 percent of the gross 
farm output last year, and their share of the profit was 12 to 13 percent. 
Evaluation is complicated by the fact that the experimenting farms’ costs rose 
rather than declined, due to their drought losses, independently of the quality 
of management. 


The farms--with the exception of the small-group experiment in Baksa that is 
regarded as unique, and of the Liska-type venture in Szentes--were able to 

join two kinds of experiments. One form is the large-scale farms" liability 
for tax on earned income; the other form is regulation of earnings linked to 
the development-consumption ratio. The farms under either form pay income 
tax as a fixed percentage (15 percent on average) of their gross income, and 
also the earnings are lumpec together. Thirty-eigit iarms volunteered to try 
regulation of earnings linked to the developmet-consumption ratio. This is 
actually regulation of combined total cer .ngs; it does not tax any change in 
earnings so long as the ratio of irc total earnings in proportion to the sum 
of total earnings (consumption) and development resources (profit plus depre- 
ciation) does not rise in comparison with a specified base. But when the base- 
period ratio ic exceeded, the tax is very progressive. Fifty-four farms are 
using the iarge-scale farms’ liability for tax on earned income. The essence 
vi this form is that all wages paid are taxable. The tax rate on the individu- 
al workers’ earnings, broken down into brackets, ranges from 0 to 50 percent. 
Under both forms the principle applies that higher performance must match the 
bigger earnings, and at the same time the farms' ability to pay tax must 
improve. 


The experience that the Ministry of Agriculture and Food gained last year and 
in the first half of this year shows that while the gross farm output of the 
experimenting as well as the other farms rose by 5 percent on average, the de- 
Cline of profit on the experimenting farms was less than the average rate. (In 
1983, the profits of large-scale farms dropped by 17 percent on average, but 
only by 13 percent on the experimenting farms. The average level of earnings 
on the experimenting farms rose by 6 percent. The ministry attributes this to 
the experiment that coordinates more closely the performances of individuals 
and teams, and uncovers reserves more effectively.) 


According to the chairmen of several agricultural cooperatives, tae experiment 
with wage regulation encourages primarily more efficient personnel management 
and the pruning of deadwood. The rate of shedding personnel was higher (5 per- 
cent) on the farms employing the second type of regulation, but even the farms 
participating in the first form of experimental regulation operated with 1.6 
percent fewer personnel than the average for large-scale farms. Thus the rise 
in wage costs was likewise below the average, while yearend profit-sharing 
rose, particularly in the agricultural cooperatives. A contributing factor to 
the development of the level of earnings was that workers whose average earn- 
ings were low were the first ones to be let go, and therefore a higher level 
of earnings does not always reflect additional income. The development of 
individual performances and wages was directly proportional. 


Most of the experimenting farms took great care to ensure that the additional 
earnings were matched by higher performances. Although experimental regulation 
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has set for the participating agricultura)] cooperatives conditions that are 
stricter than what apply to agricuiturel cooperatives in general, it has also 
given them more freedom of action in management. In other words, the experi- 
menting farms paid proportionally less tax per unit of additional performance. 
According to the generally applicable rules, they would have been able to ate 
tain their higher earnings last year only by paying four times more tax than 
what they are paying this year. The tax would have amounted to 20 percent of 
their wage bill, and they would have lacked the resources to pay this much 
tax, despite the actually rising perforwances. This clearly illustrates the 
performance-curbing effect of the generaily applicable system of economic regu- 
lation. 


According to the branch winistry's evaluation, general application of the 
large-scale farms’ liability for tax on earned income would be desirable as of 
next year, because it does not limit changes in the production structure and is 
relatively flexible in its response to the development of wages and costs. And 
Since every forint of additional earnings is taxable, this form of regulation 
does not restrict the rational outflow of wages, if trere is sufficient income 
to afford it. 


Although profit on most of the farms participating in the experiment stems from 
their principal activity, they also are engaging in very extensive supp) ementa- 
ry activities in industry, services and construction. They are phasing out 
their less profitable supplementary activities faster than the other farms, and 
the reduction of their work force stems mostly from such liquidation. In other 
words, since they are no longer forced to keep their deadwood, they are quick 
to shed their sham activities and make-work jobs. But they are using as @ sort 
of personnel and wage reserve the supplementary activities that have been arti- 
ficially overstaffed: now that economic regulation enables them to reduce 
their work force, they are striving to increase the earnings of their farm 
workers. Consequently, here again the rive of wages and perforwances is not 
always directly proportional. 


1.2 Food Industry's Experience 


As of 1 January of this year, 2 few enterprises in this industry as well have 
been given an opportunity to try "wage entitiement® (or mode) C) am a cifferent 
form of regulation. 


Only 20 food-industr’ orises responded to the call for volunteers that the 
the State Office of 1 Labor Affeirs and the branch ministry issued, and 
merely eight of the app.) -S have been accepted. It appears that the food 
industry's participation is motivated primarily by the fact that in this way 
the participating enterprises are able to pay their workers better. A report 
of the Ministry of Agriculture and Food seems to support this conclusion. Ac- 
cording to this report, "the opportunity to give above-average wage increases 

+ « « warranted the submission of applications." 


The experimenting food-industry enterprises set as their goal for thie year 
wages 6 percent higher on average than last year. There were substantially 
higher wage increases in the first half of this year: 16 percent ot the 








Vegetable Oil Industry Enterprise (Novenyolajipari Vallalat) and 10.6 percent 
at the Seed Marketing Enterprise (Vetomagertekesito Vallalat). But the Buca- 
pest Liqueur Industry Enterprise (Budapesti Likoripari Vallalat) and the 
Borsod Brewery (Borsodi Sorgyar) fell short of this mark with wage increases 
of 4.5 and 3.6 percent respectively. The outstandingly high wage increases at 
the first two enterprises have been made possible by the improving export 
opportunities, and by the rapid rise of profit in their wake. The two lagging 
enterprises are giving price increases and technological difficulties as their 
excuse. The Eger and Satoral jaujhely tobacco factories have significantly re 
Gucec their energy and direct labor costs and have substituted import; nearly 
half of the increases in their profits stems from cost reductions. 


In my opinion, we are not yet able to draw sweeping conclusions from the ex- 
perience of the eight food-industry enterprises. Except perhaps the conclusion 
that they, by taking advantage of the opportunities that more flexible wage 
regulation provides, have been able to pay better--or, if you wish, more con- 
mensurately!l--for the additional performances. But it is evident that most 
food-industry enterprises would like to operate next year under the system of 
regulation applicable to agriculture. This is warranted by the seasonal nature 
of their production, the identical price base of the raw materials and sup- 
plies, and the development of a vertical incentive. And last but not least, 
the food-industry enterprises feel that agriculture's system of regulating 
earnings would give them more incentive than what the industry foreseeably may 
expect as of next year. To the enterprises concerned, the forms of regulating 


earnings in agriculture seem more simple, and also more flexible despite the 
stricter conditions. 


2.0 Construction Industry Mobilizes Readily Available Reserves 


In the construction industry, a total of 29 enterprises and cooperatives are 
participating in experiments with more flexible wage regulation, including ec! 
Since last year and 8 more as of this year. Here two types of experiments have 
been launched at the beginning of 1983. 


The first one is the so-called model A, developed by the Ministry of Construc- 
tion and Urban Development. The essence of this model is that the enterprises 
pay manpower tax on their use of direct labor, tax on earned income based on 
their workers’ average earnings and, on their profit, general profit tax and 
also a contribution to the municipal or village council's development fund and 
budget. The other one is the so-called model B, developed by the Nationai 
Planning Office. Here the enterprises pay income tax on the resources (labor, 
plant and equipment) they use up and the profit they attain, and tax on earned 
income based on their workers' average earnings. A part of the tax is charged 
to cost and the rest must be paid from profit. 


Both alternatives are based on wage regulation integrated into cost managemen'; 
the difference between them is in taxation. Both alternatives eliminate the 
base-period approach from wage increases, provide an incentive for the rapid 
uncovering of reserves, and at the same time set stricter conditions than under 
the system of regulation generally applicable to industry. Which means that 
the enterprises whose profitability is above average are better able to pay for 
increased performances; but the economic organizations whose profitability |. 
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below average are able to pay the higher taxes that the experiment imposes on 
thes only by quickly plugging the sources of their losses. 


The experiment has not only attempted to link the construction-industry worke- 
ers’ earnings to more modern requirements that are better geared to competi- 
tion and entrepreneurship; it has also made the outflow of wages dependent on 
the entire organization's ability to generate income. Thereby the experiment 
emphasizes that although performances directly determine how the incomes of 
individuals and groups develop, this holds true only if the entire enterprise 
is economical, efficient, and produces a profit for the national economy. 
Wide-scale organizational decentralization likewise can be expected, and thus 
also the khozraschet subdivisions, even the brigades, wil] be exposed to mar- 
ket forces. 


This change in approach presupposes that also the costs of social services 
will be reduced or linked to the tasks; they will be built into the enter- 
prises’ overall incentive system. This being the construction industry, it is 
especially important that the enterprises be able to wanage flexibly also the 
costs of social services. In the past these costs have reseched the annual 
wage bill, benefitting loafers and diligent key workers alike. Wo, if their 
collectives so decide, the experimenting enterprises are able to use some of 
these costs as incentives or disincentives; sutomatic benefits that are inde- 
pendent of performance will cease; and the savings can be used for wages or 
even development objectives. All this will contribute toward the creation of 
an economic self-interest that is fairer, more useful to society, and better 
differentiated. 


2.1 Lessons of First Year 


In 1983, the experimenting enterprises accounted for 23 percent of the con- 
tracting construction industry's production volume, 18.6 percent of its total 
work force, and 26 percent of the gross value of its capital assets. The pro- 
fitability of three-fourths of these enterprises is higher than the average for 
the contracting construction industry. 


In the construction industry as a whole, both gross output and profit declined 
in 1983. At the experimenting enterprises, however, gross output was up 5.3 
percent, profit was 13.8 percent higher, and wages rose by 7.2 percent on aver- 
age. It is indisputable that the experimenting enterprises had been more sta- 
ble also in the past, but their faster-than-average growth and more profitable 
operation can be attributed to their more effective, custom-made incentive sys- 
ten. 


The 21 experimenting enterprises raised wages in 1983 by twice as much as the 
average for the contracting construction industry, but the feasibility of giv- 
ing raises shows considerable dispersion. The biggest raise (19 percent) was 
at Bacsepszer [Bacs-Kiskun Megye Construction and Installation Enterprise]; 

the smallest (3 percent), at Dutev [Trans-Danubian Construction Industry Mn- 
terprise]). It is typical that the experimenting enterprises usually built into 
the basic wages at the beginning of the year 70 to & percent of the raises 
matched by performances, giving the rest during the year as variable wage com- 
ponents linked to specific tasks. In this way earnings on the whole rose at a 





faster rate than wages, and the above-average profits led also to the formation 
of bigger profit-sharing funds, but payments from them are being made only this 
year. (Among other things, this too has contributed to a larger-than-planned 
outflow of wages in the construction industry in the first half of 198.) 


Value added at the experimenting enterprises rose by 8.4 percent last year. In 
view of the industry's material intensity, this indicator is a more reliable 
yardstick than profit for measuring the effectiveness of the administration of 
wages. At the construction-industry enterprises, the growth rate of perform- 
ance was faster by 1.2 percentage points than the growth rate of wages, but 
average earnings rose even faster than performance; this ties in mostly with 
reductions of the work force. Parallel with a rising wage bill, value added 
declined at only one construction-industry organization, at Elkisz [Artisans 
Cooperative for Builder's Hardware]. But personal incomes rose at much faster 
rates than the performances at nearly half of the experimenting organizations! 
Most of these enterprises had the ability to pay high taxes (i.e., their pro- 
fits were high in relation to wages), but their earlier level of earnings had 
deen relatively moderate, and thus they were able to rapidly raise earnings 
even without any significant improvement in performance. (The experimental 
regulation permits this.) 


Every experimenting enterprise realized that it can enhance the success of the 
experiment considerably by modernizing its system of organization and manage- 
ment. Alba Regia, and Csoszer [Pipe Fitting Enterprise] have made the most 
progress in forming ‘entr...reneurial production units: their experiment has 
confirmed the soundness of the decentralization begun earlier, the formation 
of businesses operating during regular working hours. At some enterprises, it 
was the experiment that induced them to spin off their subdivisions. Thus the 
Trans-Danubian Construction Industry Rnterprise has reorganized its prefab- 
ricating plant into a subsidiary; the Tolna Megye AEV [State Construction In- 
dustry Enterprise] and the Concrete Highway Construction Interprise (Betonut- 
epito Vallalat) have converted their service subdivisions into subsidiaries. 
The Construction Industry Mechanization Enterprise (Epitoiapari Gepesito Valla- 
lat) nas begun to operate its headquarters as a holding company. By and large, 
however, the experimenting enterprises have not begun modernizations that would 
completely restructure their organizations. A contributing factor in this re- 
spect is that well-trained middle managers, necessary for greater independence, 
are not always availabie in sufficient numbers. 


The rights and opportunities of the khozraschet subdivisions as entrepreneurs 
likewise have not been clarified sufficiently in the course of the experiment. 
There are personal reason: for this, but more decisive is the absence of a mar- 
ket, of competition. At the housing construction enterprises, the price system 
is the main obstacle to the development of a market. And in the case of the 
enterprises that do casital construction and maintenance work, mostly the cus- 
tomers’ behavior rules out competition. At the vertically integrated large 
construction enterprises in the megyes it is noticeable that they, while com- 
plaining about manpower shortages, are reducing their blue-collar work force 

in direct proportion t» their contract cancellations. The experiment has even 
reinforced this trend, because the wages of those who have left can be used on 





a larger scale than before to provide incentives for those who remain. The on- 
ly problem is that the volume of work to be done has not changed! 


The enterprises are rather uncertain about which levels of their organization 
warrant greater independence. The authority of the construction superinten- 
dents has been broadened at some enterprises; elsewhere it has been limited, 
Dut the chief superintendencies have been given more authority. This naturally 
affects the way in which contracts are managed, and it also plagues with con- 
flicts cooperation among middle managers. At the same time, mandatory projects 
limit the units’ opportunities to undertake contracts on their own. They are 
able to conclude definite contracts only to the extent of their available ca- 
pacity. And this in its turn causes stresses in the realization of the enter- 
prises’ main objectives. 


Finally, the "isolation effect" likewise sets limits to the units' indepen- 
dence: i.e., the experimenting enterprises cannot isolate themselves from the 
economic environment's overall effects. Every one of the experimenting enter- 
prises complained that shortages of materials, and delays by subcontractors 
and suppliers forced them to modify their concepts during the year, and this 
has created also disincentives, particularly for the operating subdivisions. 


There are attempts, especially by the Hajdu Megye State Construction Industry 
Enterprise and by Alba Regia, to broaden the experiment within their own conm- 
petence, so as to include subcontractors and cooperating partners. These ef- 
forts are only partially successful, because an efficiently operating enter- 
prise has little leverage to establish a vertical economic self-interest, and 
the economic environment is not orienting the partners in this direction. 


Experimental wage regulation's most pronounced effect upon the enterprises' 
internal mechanism can be distinguished in the incentive system's moderniza- 
tion. Formulation of the internal incentive system may be classified into two 
main groups. In one group, the headquarters of the enterprise develops incen- 
tives for all khozraschet subdivisions. In the other group, middle managers 
--for example, the chief superintendents, general foremen, etc.--develop inde- 
pendently the incentives for their subdivisions. The latter solution seems the 
more effective: it broadens independence, develops entrepreneurial skills, 
Simplifies accounting and offers a custom-made incentive system. 


There are considerable differences among the experimenting enterprises in the 
indicators and conditions to which they link expenditures from their payroll 
budget. Taking advantage of their greater freedom in manpower management, most 
of them have linked the subdivisions' incentives to the annual wage bill. But 
where the main objective was to save manpower, there they have combined the an- 
nual wage bill as the indicator with wage-level restraints. At some of the 
enterprises the subdivision's manager may determine whether or not to build the 
wages for additional performance into the basic wages. 


In 1963, the experimenting enterprises used most of the earned additional wages 
to raise basic wages, but they failed to take adequately into account the risk 
that their decision involved: the fact that this year they have to attaj» the 
same amount of profit as last year merely to maintain wages, otherwise their 








Wage fund will show a deficit. (Some large enterprises have already been com 
pelled to face this problem in the first half of this year!) This risk could 
have been limited at the outset if they had used the larger part of the addi- 
tional wages to increase the variable wage components. But this has met with 
Stiff opposition from the trade union at every enterprise, partially because 
of the growing inflation. 


The most significant change can be observed in the premium system, in greater 
incentives for senior managers. Profit has become the basic condition for the 
payment of premiums at every enterprise; the other conditions--savings, qual- 
ity, etc.--are only increasing or reducing factors. It is also noteworthy that 
for wost viiddle managers the incentives were more degressive than progressive. 
In other words, the managers with the most direct influence on the establish- 
ment of more efficient working conditions had what to losel 


But it provides food for thought that economization on the costs of social ser- 
vices plays a much smaller role in the uncovering of reserves than one would 
have thought. Yet this is where the enterprises' independence has increased 
the most, and in the construction industry these costs match the direct wage 
Costs. 


Most of the experimenting enterprises are now provinding free accomodations 
for their workers in bunkhouses, but this is merely a gesture to retain the 
workers, Decause the cost impact of this social service is minimal. The sepa- 
ration allowance has been doubled, and within this there is differentiation in 
favor of Budapest workers and skilled workers. Transportation for the workers 
is the biggest item among the costs of social services, yet much less progress 
has been made in this area than expected. Only four of the enterprises have 
attempted to redeem in cash the group transportation they provided for the 
workers. The Bacs-Kiskun Megye Construction and Installation Enterprise has 
been the only one to reduce the subsidies for the workers' meals. Although 
attempts have Deen made at several of the enterprises not to burden with the 
plant cafeteria's operating costs the workers who do not eat there, these ef- 
forts have encountered stiff opposition from the trade union almost everywhere. 


I believe that the majority of the enterprises have been unable to manage the 
costs of their social services more effectively because, in the present eco- 
nMomic situation, the trade unions and even the brigades have become very sen- 
sitive to any infringement of "acquired rights." Aside from that, benefits 
Provided in kind have more stable value than their redemption in cash. 


The experiments with providing income incentives have perceptibly made more 
democratic the mutual relationship and attitudes of the participants (managers 
and subordinates). There is more extensive self-checking by the groups in 
evaluating their own activity and the work of the entire enterprise. There is 
also a stronger sense of ownership, and broader safeguarding of interests as 
well. The latter is unquestionably favorable in a social sense, although in 
Some places it has hampered specific economic efforts. 


The construction-industry enterprises' experience last year proves that above- 
average growth can be achieved with the new type of incentive, but there is no 
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real pressure for performance specifically because competition is lacking, and 
tnerefore a majority of the enterprises chose the path of least resistance dur- 
ing the first year of the experiment: they "produced" the wages payable by 
shedding their work force. Which does not mean that there was no real addi- 
tional performance behind the additional earnings of a production unit or in- 
dividual worker last year; it only means that the extent of improvement in 

the enterprises' overall efficiency, reflected only in their profits but not in 
their output, is questionable. 


2.2 Lessons in First Half of 1984 


The changes for 1984 in the conditions of the experiment have justified the en- 
terprises' concern: the extent to which the conditions have been tightened has 
placed the experimenting enterprises in a situation less favorable than that of 
the enterprises to which the general system of regulation applies. This again 
Calls attention to the fact that the economic environment lacks the "patience" 
to let an experiment run its course. Intervention in midstream has reinforced, 
in regulation and in the enterprises’ behavior as well, the linking of incen- 
tives to the base period, which in principle should be avoided. This has again 
Led to holding back performance. 


At the end of last year and the beginning of this year, a controversy over the 
continuation of the experiment arose among the Ministry of Construction and 
Urban Development, the State Office of Wages and Labor Affairs, and the Minis- 
try of Finance. The branch ministry would have liked to broaden the experi- 
ment, despite the fact that changes in the regulators have created less favor- 
able conditions for the experimenting enterprises. The other two central agen- 
Cies opposed this, arguing that although most of the experimenting enterprises 
had the performance to match the outflow of additional wages, that was not the 
case for the national economy as a whole. The tightening of the experiment's 
conditions this year, primarily the raising of the tax on earned income, civar- 
ly indicates that the standpoint of the two central agencies has prevailed. 
This year, in other words, the same experimenting enterprises are able to pay 
much less for each unit of additional performance. The objection also was 
raised that the state was getting less of the additional profit than under the 
generally applicabie system of regulation. (In other words, the principle of 
letting the efficient enterprises retain more has asserted itself.) That is 
why the rate of the tax on earned income has been raised in 1984. 


The controversy ended in a compromise: eight construction-industry enterprises 
were added to the experiment. And even though the profitability of these 

eight enterprises can be considered only average, the overall picture remains 
bright: in the first half of 1984, all indicators of the experimenting enter- 
prises have been more favorable than those of the enterprises operating under 
the generally applicable system of regulation. 


At the 29 construction-industry enterprises participating in the experiment, 
wages rose by 7.7 percent in the first half of 1984; and earnings were up 9.6 
Percent, due in part to profitesharing payments for 1983. At the construction- 
industry organizations operating under the generally applicable system of regu- 
lation these indicators were 5.2 and 4.7 percent respectively. According to # 
study by the Ministry of Construction and Urban Development, the outflow of 











additional wages has been matched by performances at a decisive proportion of 
the construction-industry organizations, regardless of a slower growth rate 
than last year. However, studies by the State Offices of Wages and Labor Af- 
fairs and by the Ministry of Finance show that harmony between wages and per- 
formances has partially collapsed this year at the construction-industry en- 
terprises. Therefore they have requested the Ministry of Construction and Ur- 
ban Development to hold back 20 percent of the chief executives’ premiums at 
the economic organizations concerned. And they have proposed to OKISZ [Nation- 
al Federation of Artisans Cooperatives] that Elkisz be excluded from the ex- 
periment, because its value added indicator has dropped further this year. 
(According to the Ministry of Construction and Urban Development, the cooper- 
ative's indicator of wage efficiency is much better even today than the aver- 
age for the contracting construction industry. Then why should it be penal- 
ized, especially since the experiment rejects in principle the base-period 
approach?) 


But it seems that the experiment nevertheless does use the base-period ap- 
proach. And this can be perceived the most clearly in the experimenting en- 
terprises' behavior this year. Caution, the tactic of one step at a time, and 
a waiteand-see attitude have become typical. Last year's process of the in- 
ternal organizational structure's development has ceased almost completely, 
and the internal incentive system likewise has not changed. A contributing 
factor is that the experimenting organizations have already "lived up® their 
readily mobilizable reserves, and this year they are continuing to maintain 
reserves, contingent on how the regulators will be modified for next year. 


Only in one respect has there been a positive development. While the raises 
on average are smaller than last year, their internal proportions have changed: 
the rate of increase in basic wages has slowed down, and during the year the 
enterprises try to boost performance preferably through the variable wage com- 
ponents, or they set aside a proportion of the wages as a reserve against pos- 
sibly less favorable second-half results. 


Thus the contracting construction industry will be included in the competitive 
sphere as of 1985, and foreseeably it will employ regulation of the level of 
earnings. Some of the central agencies long opposed this. Their main argument 
was that the enterprises have increased their sales more through higher prices, 
rather than by improving their efficiency. Well, last year as wel! as this 
year, the producer prices of the experimenting construction-indusiry enter- 
Prises have risen more slowly than on average for the construction industry, 


at half the rate. 
3.0 Industry Striving to Catch Up in Wages 


In industry, the experiments with the more flexible regulation of earnings--the 
lessons of 1983, and of the first half of 198l--cannot be analyzed jointly. 
Manufacturing industry, which is decisive from the viewpoint of the national 
economy's competitiveness, has joined the wage experiments rather late, and 

the conditions of the experiments differ from those in the construction indus- 
try. In our case, therefore, it will be expedient to examine the 16 months 
Separately, according to the differences in the experimental systems of regu- 


lation. 





3.1 Lessons of 1983 

In industry last year, only nine enterprises took part in experiments with the 
regulation of earnings according to models A or B, employed in the construction 
industry as well. In comparison with the number of enterprises concerned, the 
experimenting enterprises are so few that their experiences may only be re- 
garded as unique. (Moreover, the Paper Industry Enterprise ((Papiripari Vella- 
lat)) has been able to join the experiment only in the second half of 1962.) 

An attitude of reserve on the part of the Ministry of Industry has contributed, 
in my opinion, to this narrowing of the experiment. 


The first year of experimentation demonstrated that all the industrial enter- 
prises--with the exception of Ganz-MAVAG [Ganz and Hungarian State Iron, Steel 
and Machine Factories }--were able to increase their indicator of profitability, 
and also their profits in absolute volume, and thus could raise wages by more 
than the average rate in industry. 


In comparison with the other industrial enterprises, the ones participating in 
the experiment increased their gross output at a faster rate, with only Ganz- 
MAVAG reporting a cecline of gross output by a few percent. At the other [exe 
perimenting] enterprises the growth rates of gross output ranged from 3.5 to 
12.7 percent. Fven faster was the growth of value added at the experimenting 
enterprises, at rates ranging from 6.5 to 19.1 percent, although value added 
Geclined by 4.3 percent also at the Cotton Spinning Industry Enterprise (Pamt- 
fonoipari Vallalat), besides the nearly 20-percent drop at Ganz-MAVAG. 


The growth rates of profit are more modest, but much more widely differentiated 
as well: in addition to the aforementioned two enterprises, profit deciined 
also at the Glass industry Works (Uvegipari Muvek), but elsewhere it rose at 
rates ranging from 1.9 to 44.6 percent. The work force declined at every one 
Of the enterprises participating in the experiment: they let their workers de- 
part and used the additional opportunity for raising wages to provide more in- 
Centive for the workers who remained. At the end of 1983, the rise of the 
experimenting enterprises’ producer prices was more moderate than on average 
for industry; their rates of increase ranged from 1.3 to 3.5 percent. 


Wages at the [experimenting] industrial enterprises rose on average by 7 per- 
cent; and earnings, by 10 percent. A significant (l6-percent) outflow of 
wages not matched by performance occurred only at Ganz-MAVAG. For this reason, 
as we very well know, this large enterprise has been excluded from further par- 
ticipation in the experime .. The response to its exclusion has been a con- 
troversial one, among the experimenting enterprises and in the wider economic 
environment as well. Some feel that although morelly exclusion is a blot on 
the large enterprise's reputation, economically it means acquittal, because in 
this way it has been freed of the additional tax liability that the mandatory 
regulations impose. In the opinion of others, however, Ganz-MAVAG would have 


been in no position to pay its "fine"® even if it had been allowed to continue 
with the experiment. i' turns out that economic management actually is de- 
fenseless when it is confronted by the irresponsible behavior of a large en- 


terprise and the irresponsibie attitude of its senior managers. 





The experimenting industrial enterprises used their greater opportunity to 
raise wages primarily for the direct stimulation of their workers, but the 
rates of increase were of course widely differentiated according to activities 
and performances. In other words, the enterprises strived to catch up in 
wages, but without any meaningful changes in their internal incentive systeas. 
There were only two enterprises that attempted to make some progress in both 
areas. 


At the Cotton Spinning Industry Enterprise the opportunity to raise wages by 
about 7 percent last year was used to broaden the independence of the factory 
units. Therefore the enterprise's headquarters gave only a 3-percent raise, 
and the rest, in the form of variable wage components, wes linked to the ful- 
fillment of the quarterly production schedules. Although profit fell short of 
the plan, due to the cancellation of an export order, the planned outflow of 
wages was not reduced, because the enterprise felt that the outflow has been 
matched even so by performance: the enterprise's indicator of profitability 
has for years been more favorable than the average for the cotton industry (9 
percent at the enterprise, 6 percent for the industry on average), while its 
wages lagged behind most of the enterprises in the industry. Although the 
central agencies did not dispute that the enterprise was right, they have 
nevertheless penalized it. This year, therefore, the enterprise is resorting 
with greater caution to differentiated incentives, despite the growing sales 
and profit. It is able to raise wages by 5 percent this year, but two-thirds 
of the possible increase is being reserved for the second half of the year. 


With a declining work force, the Metalworking Enterprise (F emmunkas Valialat) 
increased its profit by 45 percent last year, and expanded its capitalist 
export--profitable also at the macroeconomic level--by 147 percent, and its 
socialist export by 121 percent. This enabled the enterprise to raise wages 
by 16 percent on average, but widely differentiated among the factory units. 
However, extensive modernization of the enterprise's organization and of its 
incentive system preceded the raises. The large-enterprise framework has been 
retained; but the eight provincial] and Budapest factories, most of them of 
average size, have been given complete independence, and the functions of the 
enterprise's headquarters have been modified. While the planning, decision- 
making and entrepreneurial functions have been decentralized, the coordination, 
financial and foreign-trade functions have been centralized. The factory units 
pey the enterprise's headquarters for such services as developmental and mar- 
keting information, in the same way as when they transfer capital assets or la- 
bor among themselves. But the enterprise has been unable to repeat this year 
its dynamic growth of last year. At the beginning of the year it still seemed 
that it would be possible to raise wages by about 7 percent, parallel with a 
further growth of profit. By the middle of the year, however, it became evi- 
Gent that the enterprise will be unable to realize according to schedule an 
export order worth 150 million forints, because the foreign partner has become 
insolvent. Therefore the enterprise expects earnings to increase this year on- 
ly by 3.5 percent in all, which is matched by additional performance. At the 
Same time, the enterprise is purposefully reducing its work force. 








3.2 Second Half of 198% 


As of the beginning of this year, experimental regulation of earnings in indus- 
try has been broadened with the addition of model C, developed by the State Of- 
fice of Wages and Labor Affairs. The essence of this model is that the enter- 
prise pays wage tax on its wage bill for the current year, tax on earned income 
based on a rise in the level of earnings over the preceding year and, on its 
profit, general profit tax and also a contribution to the municipal or village 
council's budget and development fund. 


The new model of the regulation of earnings differs from models A and B in that 
it taxes, by brackets and progressively, the rise in the level of earnings, 
rather than this level itself. Thus it essentially smuggles the base-period 
approach back into the system of regulation. The amount of wage tax is less 
than under the other two experimental models. At the same time, the new mod- 
el's tax bite from profit is bigger than under model A, but smaller than under 
model B. 


Thus the new model of the regulation of earnings controls the outflow of wages 
more closely, but also its incentive effect and scope of action are more lin- 
ited. In comparison with the generally applicable system of regulation, how- 
ever, it nevertheless represents progress in that the tax consequences of 
raising earnings are more moderate. In this way the experimenting enterprises 
are able to use performance-commensurate wage systems more widely, but are un- 
able to integrate their wage costs into their cost management. 


Of the 120 indurtrial enterprises that wanted to join the "wage club," only 45 
applicants have been accepted in the end. These enterprises hold 24 percent 
of industry's capital assets, account for 22 percent of the total employment in 
industry, and provide 33 percent of [industry's] capitalist export. Their pro- 
fitability indicator is average, amidst wide dispersion. The Ministry of In- 
dustry estimates that output in the first half of 1984 increased by 16.1 per- 
cent at the enterprises operating under more flexible regulation of earnings, 
as compared with 7.8 percent in entire industry. The experimenting enterprises 
increased their capitalist export by 24.7 percent; and their value added, by 
11.6 percent. For this they used 1.8 percent more wages than the other enter- 
prises. (The experiment increased entire industry's wage bill by 0.4 percent!) 
In the first half of this year, earnings rose by 8.2 percent in the state seo- 
tor of industry, includings increases of 9.2 percent at the experimenting en- 
terprises and 7.8 percent at the enterprises not participating in the experi- 
ment. The producer price index rose by 2.6 percent at the experimenting enter- 
prises, but by 4.4 percent in entire industry. According to the branch minis- 
try, the expansion of the experiment was a major contributing factor in that 
employment in industry dropped by only 1 percent during the first half of this 
year, as compared with the 3-percent drop last year. 


The Ministry of Industry is of the opinion that the experiment has increased 
the economic independence of the enterprises and their subdivisions, and is 
better able to mobilize reserves. FEspecially noteworthy are Chinoin's efforts. 
It converted the profitesharing fund into wages already last year, and this 
year it has used by midyear only half of the !0-percent raise linked to addi- 
tional performance. The other 5 percent will be disbursed only at the end of 








the year in a differentiated manner, as variable wage components under a sepa- 
rate premium system. At the same time, the accumulating profitesharing fund 
will be built into basic wages as of January of next year, and the raises next 
year will come on top of the basic wages enhanced in this manner. In this way 
the enterprise wishes to achieve that the additional wages be paid on the 
basis of the collective's already measurable performance, instead of "advanc- 
ing* the workers’ additional performance in their wages. Thus the enterprise 
is abandoning the general practice of across-the-board raises at the beginning 
of the year. The changes in earnings will be made public. This is the more 
noteworthy because significant income differentials have developed already this 
year, especially among managers at the various levels, engineers and techni- 
cians, and R&D personne). 


The State Office of Wages and Labor Affairs, too, has investigated the pro- 
cesses in industry during the first half of this year. According to its in- 
vestigation, the harmony between higher wages and increased performance has 
collapsed at 12 of the enterprises. Contributing factors among the reasons 
are export problems, technological peculiarities, increases in inventories due 
to changes in the product structure, and higher earnings due to shift differ- 
entials, respectively to higher profitesharing last year. Only five of the 
enterprises reported no improvement in efficiency commensurate with the outfiow 
of earnings. Therefore the Ministry of Industry has instructed all 12 of the 
enterprises in question to devote closer attention in the second half of the 
year to the desirable harmony between wages and performance. 


4.0 What the Experiments Do and Do Not Prove 


After all, what does the balance of the past 18 months show? In my opinion, 
trend-like conclusions may be drawn only from the 1.5-year experiments in 
agriculture and in the construction industry in particular. 


The experiments with wage regulation have relaxed somewhat the economic organ- 
izations’ persistent adherence to the base-period approach; in spite of the 
stiffer tax liability, they have given chief executives greater freedom to of- 
fer incentives. In this way also the internal mechanism of the organizations 
concerned has been modernized to the extent of the task modifications and mar- 
ket forces; the various subdivisions have become more independent; and direct 
economic self-interest has broadened the loss-uncovering (work-organizing, ma- 
terial-economizing and labor-saving) activity of the khozraschet groups (bri- 
gades) and their control over their own managers. But since not even the ex- 
periments have made possible (they only approximated) the integration of wages 
into general cost management, and because the experimenting organization felt 
the possible modification of the regulators in midstream as a constant threat, 
they uncovered only those of their reserves that they were able to quickly m- 
bilize. For due to the constraints built into the experiments with wage regu- 
lation, this was as far as their economic self-interest extended! 


The fact that the general cost-sensitivity of the organizations participating 
in the experiments has increased does not contradict all this. Admittedly, the 
indicators do not reflect unambiguously this increased cost-sensitivity. 

First, because the drought losses in agriculture, and the construction indus- 
try’s notoriously lax cost management (due mainly to the price system and the 





employed methods of work organization) did not even permit a thorough general 
investigation and rationalization of the cost factors. Domestic pressure may 
have started such a process; in the absence of foreign-market pressure, how- 
ever, it permeated only one or two activities. And secondly, because the suc- 
cessful participants in the experiments with wage regulation underwent faster- 
than-average growth in physical terms as well. In absolute terms, therefore, 
their costs rose, but their cost structures--for example, the inputs of materi- 
als anc energy per unit of output, the labor intensity, etc.--underwent signi- 
ficant favorable changes. 


The manpower management and employment policies of the organizations partici- 
pating in the experiments likewise underwent change. Admittedly, so far very 
few enterprises have reached the point where they are beginning to purposefully 
reduce their work force (for this would require also the modernization of their 
production structure and marketing); but at least they have not attempted to 
hold back at all cost the workers who wanted to leave. Unfortunately, this ap- 
plies mainly to the productive sphere, and only to a lesser extent to employ- 
ees anc clericai workers. 


The most important change is the significant improvement of entrepreneurial 
skills, together with striving for greater independence, and--due partially to 
pressure from the khozraschet subdivisions and the trade unions--a shift to 
more democratic methods of management, organization and stimulation. 


Furthermore, the experience of the experimenting enterprises proves a truisa 
also in an economic and social sense: that collectives and individuals within 
an enterprise are capable of significant additional performance if they are 
paid commensurately with their performance and are allowed to work gore inde- 
pendently. Of course, the three experimental models have confirmed this obvi- 
ous truth in systems of regulation that were extremely overcomplicated and had 
a wide variety of restraints built into them. Nevertheless, every one of the 
experimenting enterprises has continued to trail its own small businesses. 
(Because convertibility of a forint of wages and a forint of costs has already 
been achieved in these small businesses.) At the organizations participating 
in the experiments, therefore, the number of enterprise work association’ in- 
creased, instead of declining (as the organizations had expected). Further- 
more, none of the experimental models has been able to prevent, at some of the 
experimenting organizations, an outflow of wages not commensurate with per- 
formances. This last statement provides some food for thought. 


First of ali we must consider in what sense, and in relation to what basis, may 
we regard as an increase the outflow of additional wages that experimental re- 
gulation allows. I have in mind primarily the possibility that also the mea- 
surement of performances might itself become random, for structural reasons, 
due to the randomness of international comparisons and to the price systen's 
occasional counterselective effects, and--last but not least--because changes 
in the regulators (taxes) from year to year make the relative values of profit 
unreliable information of how the enterprise's profit is developing. 


Because of the experiments’ short duration and “insularity,” it is impossible 
to determine exactly whether the greater freedom to regulate earnings has actu- 
ally generated pressure for performance among the experimenting enterprises, 








or has it only made possible wage increases that are more flexible and better 
differentiated according to individuals and groups. The latter--and here it 
should be emphasized that this possibility is also incorporated "properly” in 
the experimental models--has a more general, society-wide, conflict-resolving 
effect as well. By eliminating the base-period approach, the current experi- 
ments wish to establish a link between annual profit and the wages that play a 
decisive role in its realization. we to the remuneration practices and wage 
policies in the preceding years, however, profit in relation to wages shows 
wide dispersion among the economic organizations, actual’y even independently 
of performance. Thus experimental regulation of earnings does not reward the 
change in performance over the preceding year, nor penalize it depending on the 
economic organization's ability to pay tax; rather it rearranges a situation 
that has evolved over a longer period of time. 


This is why the enterprises with low wages and relatively high profits have 
been able to raise the level of their workers’ earnings even "without addi- 
tional performance”® and to catch up with the other contestants in terms of the 
extent of financing earnings from profit; whereas the enterprises with rela- 
tively high wages and small profits have been unabie to even maintain the al- 
ready attained level of their workers' earnings, or they have been able to re 
main "in the contest" only through substantial increases of their output, which 
the market does not always warrant. 


For this very reason the question also may be raised as to whether the experi- 
ments, from the enterprises’ point of view, have led to wage-profit ratios so- 
cially more equitable than before. 


The experiments started in principle with the possibility that the enterprises 
willing to participate in them would be able to pay more wages for increasing 
performances. The very fact that the overwhelming majority of the participate 
ing enterprises satisfied the experimental regulations’ requirement of ability 
to assume a heavier tax burden, and have paid their workers more wages, proves 
the success of the experiments. The experimenting enterprises cannot be blamed 
for national economic planning'’s failure to take thin outflow of wages ade- 
quately into consideration. The central agencies’ fear of the outflow of addi- 
tional wages--i.e., their concern as to whether this outflow of wages is 
matched by goods and services--is a realistic one, but it is just not something 
for which the experimenting enterprises can be called to account. After all, 
the harmony between purchasing power and supply of goods and services cannot be 
perceived as an enterprise or sectoral "balance." If this harmony is indeed 
upset, its cause cannot be sought in the workers' additional earnings at indi- 
vidual enterprises. The less so because it seems that at tne experimenting 
enterprises the wage increases have been more justified--even though the ex- 
tent is debatable--by improvements of efficiency than at the organizations 
operating under the generally applicable system of economic regulation. 


The basic question--one that indicates more general structural problems, and 
problems of ability to adapt to market conditions--rather seems to be whether 
the enterprises participating in the experiment are really the ones whose oper- 
ations are improving not only on the basis of their own track records, but 
which are profitable also in comparison with the world market, so that jointly 
they are augmenting society's net income. 








the extensive Droadening of the experiments this year may also be regarded a: 


"trial run® of the changes in the regulation of earnings as of next year, 
fo ne of the initial objectives of broadening the experiments was that they, 
oy uncovering reserves faster and icproving economic efficiency, serve a 


guice to formulating the system of regulating earnings in 190. Well, in tr 
sense the ‘aaten of regulating earnings that will de in effect as of next year 
is a considerable compromise. As a result of the experiments’ contradictions 
and the economy’s gore comprehensive problems, it seems, we are making less 
progress than what would be feasible on this question of vital importance. 
Reguiation of the level of earnings that will be introduced as of next year 
will app.y primarily to the competitive sphere: industry, the construction 
industry, and a part of the food industry. For the economic organizations it 
will provide wider opportunity to employ more flexible incentive systems than 
under the present generally applicable system of economic regulation, but nar- 
rower opportunity than what the experimental models allowed. 


An unquestionable advantage of regulating the level of earnings is that the 
economic organizations will rid themselves of the base-period approach, of the 
need to hoid back performance; they will be able to shed their surplus man- 
power at a faster rate, and can pay their workers better than at present if 
their profit increases. Likewise favorable is that the workers’ earnings, not 
Just their wages, will be regulated, and thus it is left to the enterprises how 
they use their incentive funds. However, this system of regulation will ten- 
porarily piace in a difficult situation the enterprises that undertook develop- 
ment projects in recent years and have substantial credits to pay back, Decause 
regulation focuses on the enterprises’ short-term ability to pay taxes. Which 
is not necessarily identical with the long-term profitable operation of the 
enterprises. 


This syst of regulation is not edvantageous for highly iabor-intensive and 
capital-intensive industries: the textile industry, metallurgy, and some of 
the food-industry enterprises, for example. For closer coordination of per- 
formance and outflow of wages, moreover, a new indicator also has been added 
to the system: if the growth rate of the value added indicator is slower than 
the growth rate of wages, the enterprises also incur ilability for a separate, 
progressive tax. 


Fina.iy, the experiments too have demonstrated--and presumably not even nex! 
year's methods of regulating earnings will be adie to achieve a breakthrough 
in this respecteethat in themselves the possibilities of providing greater and 


vbetter-differentiated personal and group incentives will not radically trans- 
form enterprise management and will not lead automatically to a complete mod- 
ernization of the enterprises’ internal mechanism that affects their system of 


r 


organization and management as well. For this would require 4 more radical 
cenange in the economic organizations’ attitude, long-term pressure for perform- 
moe, and the stronger and gore direct assertion of market forces. 411i this, 
however, exceeds the limits of regulating the worvers' earnings. We can hardly 
expect of the system for regulating earnings a more general economic driving 
foree that it does not and cannot posses:. 





The elements within the system of economic regulation gutually reinforce or un- 
Germine one another. For this very reason it gay be assumec that a syste for 
regulating earnings more effectively than at present will be possibie on ly if 
we develop a system of taxing enterprise income that offers more incentive thon 
the present one, if there is long-term financial participation and a stronger 
incentive to own equity, and if the flow of capital accelerates. In othe 
words, if there is meaningful expansion of enterprise independency. Or perhap: 
there will then be no need for separate regulation of the workers’ carrings? 
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100 forints of production decreased in agriculture as a whole. Thos: ti 
experiment, however, managed with a wage outlay less than the average tor latpe- 
scale farms, and their wage-output ratio thereby decreased to a freater cepree. 
>¢ Table 8.) 
[fable 8. Evoiution of Wages on the Basis of Experimental Repulation 
Large-scale farms Participar 
altogether experiment 
Designation 1983 1982 1983 1983 198? — 
fact 1981(%) 1982(%) fact 1981(%) 1982 
wages per capita 54,045 106.7 103.8 58,286 107.8 106.0 
(forints per capita) 
Result per capita 26,546 105.0 89.9 49,814 105.9 55.0 
(forints per capita) 
Wage costs (forints) per 14.5 101.0 99.0 12.4 97.0 98.0 
100 forints*® gross 
production 
Number of employees 810 103.2 99,7 56 101.4 BoG 
(thousands of persons) 
Wage costs 42,500 110.0 104.4 2,900 108.0 104.2 
(millions of forints) 
Ratio of profit sharing to 6.5 94.0 90.0 15 92.0 125.0 
ware costs (%) 
Source: Financial Reports 
Because of the shortfall in the planned result, the year-end proiit iring, it 
the large-scale agricultural concerns was 5 percent less than in the previou 
year and consequently the proportion of year-end profit sharing compared t 


wages was 6.5 percent, as against 7.2 percent in 1982. On the 92 tarms, 
percent more formed a profit sharing fund than in 1982; the year-end profit 
sharing amounted to 15 percent of the wages. The proportion of year-end profit 
sharing is especially high among those which used the regulation tor 
the expansion-consumption ratio; it surpasses 18 percent. 


ihe increase in the proportion of profit sharing is probably r: 
that the farms participating in the experiment are based on semi-indeper 
units in which one-fourth to one-sixth of the workers’ income cd: 


year-end profits. 


Ihe observations are also novel with regard to the state budyr: 
the farms taking part in the experiment. 


the totality of large-scale farms falling under agricultur 
75, the iverare income tax rate is 13.5 percent; Within this, 
Those using the central ork=-income repulations: 19 percent ’ 
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HUNGARY 


I .TE FARM CENTER--As of 1 January 1985, the National Center 
is to be discontinued. The farms have been assigned to one 
inagement depending on size of memebership. Seventy-seven 
inder enterprise council management while 43 will be directed by 
sembly or assembly of delegates. According to deputy minister 
lture, Gabor Magyar, state farms will continue to be responsible 
‘tives in agricultural development including production of biologi- 
materials, seed, stock for propagation. raising breeding animals 
ration and application of new production technologies. Although the 
ves will allow state farms ereater independence in business mat- 


lishment of an organization tor coordinating their work is neces- 
sill probably take the form cf a main department for state farms 
insitrv. The new forms of stat arm cooperation will allow 


; organizations to participate in their work and may extend to 
activity. The AGKER kft |State Farms Trade Limited Liability 
1] remain an organic part ot the new organizational system. State 
t for 17 percent of domestic supply and exports, a percentage 
their share of hectarage. [Excerpts] [Szeged CSONGRAD MECYEI 
ngarian 30 Dec 85 page unknown) 














" 
ia 
7 

Ke 
’ 7... 
- 
The 
; 

*4 
eos 


it msequence 


CS, ECONOMIC 


PFFPICIENG 


onomics Ant ique 


? 


article, “Brecht’s Pri 


own Hungarian economist 


lemands of efficient ma: 
(TRYBUNA LUDU, |! 
"4id of 


onomy 
r Janos Kornai 


dine of a Dilenwma 


rep 


at ome of the plenar 


te 
tual 


reform must be 
"in itself” 
ike to propose a 


not be established yf 


, 


, 
is without 
de | 1 De 


that ' do not share thre 
the contrary, believe 
existing or emerging c: 


e0ee,. For this makes if 
resolution of 
t hese 


after 


eces tne 
1s add: 
» velopment 


are pro! 
thev } 


ito the past: in out 


avoid subtectir 
ontradict the offticia 
a socials 
the sigpr 


mor 


Were t 


impossible an 
‘valuation of 


t in the onomi 


ron between the demandes 
tf socialist 


‘yf bys t 


economy, 


then he had 


Sh Tp. , 


i 


; } 


lea 


ly 





ing expencitures m specitt production tactors Cinacluding labor), absorbed 


and neutraitzed potential mtradictions during that period. 
The situation changes when pressure is exerted to increase clttictency, that 
‘, ¢ attain a increase in incom Mminiv by means ot better (more inten- 


sive) exploitation ot exist ing production tactors. Such a strategy was in- 


scribed 10 the principles of economic retore@ and in this way, the dilemma 
tormulated by Kornai on the basis of Hungat ian experiences becomes our di- 
lemma also. The postulate cited earlier, that “reform wust be just,” seems 
to be evidence that the implications of Kornai’s dilemma had not yet found 
their way nto the social consciousness, 

The term, “social msc ilousne i." is a collect ive, synthet ic concept that 
encompasses all ethical principles ol rccialist economics. In comparison 


with former systems, espe ialiy the capitalist system, in which the law of 
egoism dominates, the principle of social justice is, without a doubt, the 


most important trait that positively distinguishes the socialist system. 


' ’ 
Kornai analvzes the « oncept of soc ial justice (3 lthough he does not use it PP 
tormulating the following ethical principles of socialist economy (see the 


i SC 5 ’ . "The dile was I 2 Sor alist PCONOMV sees 19680): 


a) le Dp ipi-¢ a: ad tridution: to h6evervone according to his work; 


b) the principle of solidari socialism eradicated capitalist competition 
which leads to limination otf the weak: 
the princip! satety, the most manitest aspect of which is the right to 
work, and theretuore tull esaploy it tor all and always (and not only tempo- 
rarily); 
d) prima: i the interests - ciety in general 48 Against interests of 
groups and vcd iduals. 
From ties bout prin ipl ; ae leduce 11 others: abo! ‘tion of econom 
exploitation, the right to an equal tart an life, the right to protection 
LOr wpe ple mt epab| tf working, the ick, etc. 
Without entering int } ms.deration a to when these prim iples will be 
re a | ize ie let we (ow | oor ; the °* mdition yf econowm! en! iency that 
| 
are also in Kornai'‘s tormyulatfions,. [hese are 
1) antroduction « , stem oft material and moral tacentive (or increasingly 
nm? Te 4 iv we ork ’ we lé worT x ra tf. t has ii tor ); 
ars ’ unt 5 f Apenditure mod pits; 
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9) personal responsibility of each decisionmaker. 


Emphasizing that the conditions of efficiency have a universal signiticance 
(that is, are independent of the system), but that the ethical priacipl: 
listed are true only tor the socialist system, Kornai reaches the conclusion 
that “collisions” and, therefore, conflicts are unavoidable between certain 
conditions of efficiency on the one hand and ethical prince ple ) the other. 
The limited space in this column does not allow a fuller preseatati: of the 
arguments of Professor Kornai. But before I move on to presenting selected 
examples, ! would !ike to examine these conditions a little mo: losely. 
Material incentives are not very effective,considering that the: ire not 
enough goods to match the soney, that there are controls, and pr ‘se of 


goods, especially of durable goods, are incommensurably high wi’ respect to 
wages. The real effect of material benefits that can be attained by better 
work 18 not proportionate in any way to the exertion mnected with the 
additional work load. 


The second condition: prices are really only one of the man cially op- 
timal parameters of a dex sion, but the lack of anv rationa! ts otf prices 
makes if impossible at the outset to conduct a “careful accounting tor ex- 
penditures and results.” And, as is known, we do not yet have such « system 


of prices. 


The series of three condition tor economic efficiency simp! ! tf exist if 
our country, and everyone knows this, but IT wall not go into an ana 
the causes here. 


Economic reform, however, aims to introduce these conditions since without 
them, the main goal of the reform, increase in management efticiency, cannot 
be achieved. And here Kornai’s dilemma explains, although partially, of 
course, why the realization of these conditions is difficult, why it ts pro- 
ceeding with such difficulty. 


Let us begin with motivation. Ina preceding column in this space ("The 
Mined Field"), | argued that the principle of distribution according to work 


cannot be an adequate criterion tor a wage policy. Regardle: of thie, the 
principle is always subordinated to the strong pressure of the egalitarian 
tendency, the more so, the more difficult are the living conditions of the 
populace. With an incomparably greater force does this tendency make itself 
felt in a situation such as ours when living conditions have deciined and the 
proble@ of distributing the burdens of the crisis has arisen, From the 
principle of social justice, a concrete conclusion can be reached iat this 
burden should be inversely proportionate to the lewel of earning, Tt a 
exactly to this aspect of the problem that the principle cited above pertains 
if the reform is to be just. At the same time, however, a lev ing of wage 
fifferences also means 4 relative decrease in the wages of high hualatied 
personnel, and this in ifself inhibits the process of taten ng produc- 
tion, which is decisive with respect to an increase in product eificiency. 
| 








7 


In the area of motivation, sisilar argumeats can be put forward with respect 
to enterprise protits. On the one hand the ecistence of 4 @arket for the 
producer and lack of competition make it possible to mas s profit also by 
raising sale prices, and not just by better work and = ‘ficient opera- 
tion. On the other hand, however, the enterpri that dos ot make @ profit 
can always count on financial assistance trom the state budget. Prof 

Jozef Pajestka justifiably noted that “in the ideological assumptions of 
socialism we obviousiy will not be able to find” arguweats that ra a basis 
for guaranteeing the existence of enterprises, but, 1 VY piston, the ex- 
planation that this came about as 4 result of “transferring the rights of 
individuals to whole organized collectives” (“Determinant of Progress,” Vol 
Li pp 36-37, PWE 1979) is not an adequate explanation. ! think that here we 
must point in the first place to two specific causes 

First, trom the principle of the priority of social interest, the conclusion 
is frequently drawn, erroneously in my opinion, that LiqMdation of an en- 
terprise always implies a social loss. Meaawhile, io fact, the loss lies in 
continuing to pay toto an enterprise whose deficiency ts economically 
“ancurable”™ of not justified by exceptional social ) lerations. 

Second, allowing an enterprise to go bankrupt would aan letting the person- 
nel go, a loss of their jobs. Even in an individual case this would be con- 
trary to the ethical principle of safety, and in the case of the liquidation 
of several enterprises in a given area, it would lead to local inewp Lo yim nt, 
the resolution of which would be @uch more difticualt becau the mobility of 
the work force in our country is very low. Unemployment innot be reconciled 
with the principle of the right to work, which is universally recognized and 
included in the constitution, and is one of the basic ethical principles of 
socialist management. 

| have illustrated the problem with only two examples. This argumentation, 
which could be significantly extended, leads to the conclusion that reality 
confirms the substance of the dilemma formulated by Kornai. For socialism 
cannot reject its own ethical value system, but, on the other Sand, an in- 
crease in economic efficiency is an unquestioned mecessity;, the resolution of 
the problem becomes a burning issue. We will not b ‘qual to the task, how- 
ever, if, closing our eyes to reality, we continue to pretend that there is 


“no problem.” 
2050 
cso m0) 496 
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PRESS PLAYS UP PRICE HIKE ‘CONSULTATION’ PROCESS 
Initial Public Reactions 
warsaw RZECZPOSPOLITA in Polish 7 Jan 85 pp 1, 2 


t it has become a rule in the functioning of our state=-- 
tionmwide consultation on matters of importance to the nation. 
Nothing of importance which would affect our public life, deter- 

ine the form of our democracy (constantly being perfected), 
which relate to the most basic courses of management-<in 
short, sharing that which we develop together--is determined 


hind closed doors, but each time (and more and more often 
late) becomes the subject of nationwide debate. Everyone 
is encouraged to participate, to enter his input into the 


int preparation of the most optimal, most effective, and 


best solutions on matters affecting Poles. 


This is the case now also, when we have before us such import- 
int matters as the preparation of a new electoral law prior t 
this vear’s elections to the Sejm, and the need to establish 
new prices on tood and determine whether, and to what degree, 
rationing should be reduced. More precisely: Decisions on 
increasing the prices of food items, together with the actions 
to be taken t ffset the increased cost of living, especially 


for the lowest-income groups. 


‘incidence, both of these important subjects: the electoral 
law and food-eprice changes, were submitted to the public for 
liscussion at about the same time, but this should in no way 

irrow the scope and depth of the social consultation. Ail though 


these are differing matters, still they have a common denomin- 
itor: In both cases the authorities are turning to all of the 
people. <All citizen ire called upon to take part in the debate, 
t tivel participete in this collective search tor the @m t 
bi« Olutions, 
we reallas« ore and more each day, the matter of prices i 
t methine that is separate, somethiag that is settled i: 


Dstract way; it is ) specific result, the OnsEequvuene « 


of concrete economic processes trom which ve cannot escape and 
which no one can ignore with impunity. We hope that these 
social consultations will serve us well and make it possible 
for us to arrive at the best soluticas. (PAP) 


Zotia Labanowska, nurse: If I must make a choice, I choose variant 1, which 
proposes that tood pr es be increased in “ane same amount as dictated by the 
increase in production osts. If I understand correctly, the increase on 

the price of me: * wou sc amount to 15 percent for all grades of meat, or the 


percentage of increare would differ--the better grades would cost as much as 
25 percent more. 1 am in favor of having all meat increased 15 percent, 
otherwise ham would appear on my table very, and I mean very, seldom. I know 
that this first variant is not the cure for our chronic “price illness.” But 
I cannot afford to say “take variant 2, or the most expensive one, variant 3." 
It is mot a matter of indifference to me whether I pay 50 zlotys or 62 zlotys 
for cream of wheat. I have two children. My husband does not earn very much, 


and after all, veu know how much nurses make. 


Zenon Zmurek, foreman, M. Nowotk: Machine Works: It is not easy for me to 
pick something that is unpleasant, and price increases are unpleasant. But 

it is economically necessary and we must choose a variant of increases. Since 
this is so, then let us choose wisely, so that we can live more normally, with- 
out this mass of ration cards, in our country which lies in the center of 
Europe. Of course, it would be best of all if we could once and for ali throw 
all ef this into the waste basket and forget about rationing. But this is not 
possible. he have reform, which we are applying so that life in Poland could 
go on as it does elsewhere. And every reform begins with a retorm of money, 
i.e., wages and prices. Because of unrealistic prices, our money lost one 

of its basic tunctions--it stopped being the true measure of value. I would 
be in favor of some kind of drastic variant, which at the moment as not been 
presented, Let us cut properly, but above all, skilfully. 


Grzegorz Weruski, Planning Commission employee: Variant 3, of course, or 2... 
Variant | makes no sense because the prices in this variant will bring no 
protits. If they were to be instituted, it would be necessary to continue 
food=-production subsidies at the same level as heretofore. Our ration cards 


would turn to concrete in our wallets. After all, we should finally do away 
with rationing. If possible, immediately, with the exception of meat and 
chocolate. I! have the impression that we are not doing this out of fear. 


Several important people found themselves in trouble when butter rationing 
was discontinued, | believe this “goof” with the butter is making everyone 


very wary . 


Iwona Lerska, typist: | am a single mother raising a child. 1 earn 10,000 


zleotys [a month! out of which I pay 1,300 zlotys for preschool. For me, even 
the present prices are too high. Under these circumstances it is hard for me 
to shed tears overt if economy and the world. I have to think about whether 

| have enough for bread and butter, or just for bread. | am in favor of keep- 
ing rationing, because if rationing is discontinued there may be trouble get- 
tin sugar, for exemple, and we will have to drink bitter tea while the boot- 


ind they will certainly not complain that 90 zlotys a 





t KoWalska, retired: You know what a retire ressed like |! will ; 


; mi . t a if Fie T ‘ ~KRALCS ;f whet i WwW ; 
. y ,’ these irfiants. But I get he! [rom mh ‘ i] me. Li 
th has hardiy begun and the pocket f 4 wort t i t cmpty. ' 
eat i taught mathematics at a secondat acl i. | know how ft mt. 
. w that the first variant is mot what i eed tin irket t 
° t, nevertheless, | choose this ri t. 
’ raweki, Polish State Railroads emplovee: thiirea ¢{ it rationing j 
t t Dad. Let tte ration ras stay. i Ww rather there b« 
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i! Whict t he iT Teases iTé t he ] west. Let is t ive Py } if means, Dut 
eat i s much as the cards allow, and then perhay wt m dra irselves 
it t hy risis. But people are not doing this. r neighbors, for example, 
t hy in the countryside every two mont! that way the heat 
(ners t ft the eat. 

Lé } Kureki, electrician: Prices ust be liexit ° De est. leon" t 
know which variant t choose, | am also wondering whether we + w if Muary 
\e h r, cereals and butter will « t duris t ear when th will 

wT re iuced 7 r _ mupi« more months r eve re. eTrna wt ce 
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The editorial staff turned to experts from the Office of 
Price Affairs for answers to the most-frequently asked 


questions. 


[Question] Instead of large price hikes at different and indefinite time 
intervals, would it not be better to establish the percentage at which food, 
| tor objective reasons, should go up each year? Then people would know ahead 
t time what awaits them in the coming year. 


[Answer] Last year's survey showed that most people (75 percent) prefer that 
necessary increases be frequent (every couple of months or every quarter), 
| but that the increases should be small, less perceptible, and therefore less 
iintul. It was said, for example, that bread should go up 50 groszy, and 
not 6 zlotys all at once. This is a solution which the Office of Price Atfairs 
ints to implement. 


| [Question] Will the price hike on fuel do away with coal rationing? 
[Answer] No, it will not. 


[Question] I studied the proposals presented and none of them are tully satis- 
factory to me. I have my own thoughts which | would like to send to the O!ftic« 
{ Price Aftairs, but I don't know whether they will be considered. In other 
words, is it necessary to reply to one of the variants otfered, or will the 

Otfice of Price Affairs, based on the consultation, propose still another 


| Answer | The consultation is 1 slebiscite. Nowhere is it said that one 
the variants proposed must be put into effect. They should be regarded as 


~o 
- 


the basis for public consultation. The final swlution will come about as 
sult of the consultation, after the opinions have been collected and exam- 


iestion] By what method is the increase in the cost of living in the parti- 


lar variants calculated? 
wel The growth of expenditures resulting trom the proposed price hikes, 
rding to the particular variants, was calculated on the basis of average 
ounts of rationecard allocations. 1nd in relation to unrationed items, thi 
wth was calculated on the basis of consumption derived from studies ot 
family budgets. These studies are conducted tor the average working family, 


the retired family, the worker-peasant family, etc. The growth o! expenditure: 
for rationed items is given in the final section of the published material. 


iestion| In the Office of Price Affairs materials there is talk about ons 


id of bread, but we know from experience that other kinds of bread usually 
i] ich more, 
|Answer In materials of this type we always give the price of the basi 


rticle which predominate in deliveries. And, too, some items in a give 
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subsidize coal. The higher prices Ol « i] ind enery; y increased Sts in ti 
d industry. Third, an increase in the trade margins in turnover 0! 

items appearec to be indispensable ° Only in this way can the tiow o! gx 

to the shops be improved, and better conditions be provided for making pur- 


hases and iTrranging redu ed-price sales. 


would it not be possible to maintain profitability of agricultural produ 
or increase procurement prices and still not change retail prices? Ul coursé 
it would be possible. First of all, by steadily increasing subsidies out « 
the state treasury tor the tood industry. In this case, however, it would be 
necessary to reduce budget expenditures tor other purposes. That is, 


the health service, tor housing construction, education and culture. In 


-- 
- 


words, tor everything which heads the list of social needs. The state budget, 
just as the tamily budget, is subject to the same rules. If expenditures tor 
one area are increased, they must be decreased for another. There is no otlx 


we can also try to leave retail prices unchanged while at the same time we 
raise procurement prices. That is what was done in the 1970's. That is what 
led to the disarray on the food market and t acute shortages. An attempt 
was made to alleviate them by importing, on credit, supplies of grain, teed, 
meat and fats. Over a 1Q-year period grain and teed imports rose irom | 
than | million tons to over 9 million tons. This was the main cause of th 
high toreign indebtedness, and as a turther consequence, one of the primar 
uses yf the difficulties which even today our Polish economy is facing. 


it tood deliveries are to be maintained at a level which will be sutticient 
r everyone, if shortages of goods are to be prevented, as well as lon 
in tront of shops, retail prices must be adapted to procurement prices. 
And anyway, all food items are subsidized, because the hike in retail pri 
es not mean that a protitable price will be reached. The increase in pri 
d items, therefore, is equivalent only to coverage of the increas« 
production costs. It amounts to approximately 96 billion zlotys. 
[he price-increase proposals submitted for public consultation are tied t 
proposals on the reduction of rationing. Over the last two years the scop 
it rationing has been greatly reduced. Such items as cigarettes and toba 
products, alcohol, seay and detergents, coffee and candy are no longer ra- 
tioned. Still under rationing are /!lour, cereals, fats, sugar and meat. 


Rationing is an acministrative form of regu.ating economic laws. It is tl 
result of an abnormal economic situation, shortages of goods which make i! 
impossible to supply people with basic tood items. This is what happened 
here at the beginning of the 1980's. The economic regression and the disor 
ized market caused shortages of market items which were particularly acut 

s regards tarm-food articles. The ration-card system ensured that everyons 
was able to get specific amounts of tlour, sugar, fats, meat, etc. 


But rationing over a long period of time produces unfavorable effects. Rati 
ing means that a consumer buys not what he needs but what the ration-car 


, 


‘llow him to buy. Everyone has his personal preterences which refiect 


he manages his household. In one household, for example, a lot of sugar 
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which, after a certain time, spoil. Rationin if restricts the [ree 
purchase ind increases costs of servicin sale S. 
Dy Tw ] ‘TY ‘sy , wrt ry ; ; } " ’ rT r ’ : ’ ' > ’ 
a?) Si i & | new PAPAS prices ith t rv ; * s' [tion I iti bh adi : ‘ med it tteod 


tor public consultation. The way in which the onsultation is being conducted 


makes it possible to present one’s opinion in both group and individual form, 
by letter, telephone, etc. The recipients of these opinions are the Offi 

of Price Aftairs, consultation teams at the provincial administration oftices, 
ind newspapers, radio and television. Al! | these accept comment ind wive 
explanations. The proposals have also been sent to the Nationwide Trade Union 


4 
Agreement. 


There were miny warnings that the prices t tood items wil he increased, i ie 


matter of prices was also included in the annual plans, and most recently in 
the ventral Annual Plan for 1985. The present nsultations will make it 
possible to obtain the opinions of citizens and social organizaions, and th 
ill become the basis for the decisions which will be Tee nm new food prices. 
Officials Man Upen Line 
irsaw RZECZPOSPOLITA in Polish 8 Jan 85 pp 1, 2 
é t | rhe roposals new | rl t rhe ré t] 
rationin ire arousit publi interest, nl \w howl 
by the telephone call-in arranged i if newspaper fice. 
Yesterday, i.e., / January, the telephons were nm ne 
Antoni Gryniewicz, deputy minister in the Oftic« ! Price 
Affairs; Andrzej Paczos, deputy minister in the Ministr 
{f Labor, Wages and Social Affairs; and Danuta Piekut- 
rodzka, deputy director of the I: Policy Department 
it the Ministry of Labor, aves and ial Attairs. 
Gryniewicz here. 
--] am an attorney. My name is Nowak and ! trom Warsaw. I am in f t f 


the differentiated hikes in meat prices, dependent upon type. £ eneral, | 


would be for a more drastic increase in pric: nd elimination of rationin 
” . ‘ ‘ . , , 

| believe that the proposals presented are th arm ; “marking time." 

food production is profitable for farmer, he will tind his own teed; we 


will not have to help him in this. 


--My name is Madura. lI am from Warsaw. i believe that the ffset in th 
crease in the cost ot living should al t pertain tft ito nat cred ph 
rationing. I am referring to baked goods, é hetti, ane it 
products. 

--Jan Magda, Warsaw. Ihe examples given what ij Oing uy nd how ich, 
what eftect this will have n the st of livit re not representative. 


The author f the proposals concentrated t h attention on cheese 
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. ! if that these ther will ip ore 
‘ ‘ should be used in all Mmocity groups. 
Paw WSAl. i im decidedly ivwainst suct site 
chieve irket balance by taking smal! steps. 
t In iriant which provides tor a more equal in- 
inister rrices, says the tollowing: 
ts by the readers ot RZECZPOSPOLITA were relevant 
r’ reatly. The people who are better oft would 
ease bined with a discontinuance of rationing. 
+ have pr blems in making ends meet are atraid 
elimination of rationing, which gives them some 
ite 
retired. I have doubts as to the amount of the 
reas ost of Living due to higher prices]. | 
mticipate that everything will up, not just 
retirement annuity is only 6,000 zlotys. 
. it < pe ted that this year ther will De 
n 1 ities, somewhere on the order of 1,000 
ronment h lread ide such proposal, indicating 
iz u to those who are receiving the Lowest 
it pt the amount of 18,000 zlotys on which 
base sum up, uu will receive a larger increase 
esult the ilue of your ration-card allotment. 
+ 
itor De Wil ‘ ind sit j il iffairs, SAivVvs the 
telephontit reterred to talk with the representa- 
ice Attairs. Thi i understandable. This is only 
ion 1 ever ne at this time is more interested 
i pri increase ind not in the ottset which will 
not t t e the word “compensation" becaus« 
be eparate item on Lists of wages, but will 
More wer t esti 
Li .  ' 
rial t turned t experts with a request 
t hie est t trequent] isked | read- 
! re ed rice tiv requc=- 
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stior] Why were not the suggestions trom the previous consultation on 
increases given consideration? The people said then that they preterred 
smaller, but more frequent, increases. 
swer|] Small but frequent increases in food prices can be made only il! 


itioning is entirely eliminated. If prices on rationed tood were to be in- 
ised in this way, there would be general dissatisfaction. As long as there 
is large-scale rationing, there is no justification for such a procedure. 
Small increases will be possible only after rationing has been discontinued 


r drastically reduced. 


‘Question] From whence, in the 1985 Central Annual Plan, did the announcement 
i 12-13 percent increase in the price of food come when previously a © per- 
cent increase was announced? 


\Answer| First we must recall that in 1984 the price increases on food were 
ibout 5 to 6 percent instead of 9 percent. In economic management, however, 
there can be no blanks or substitute solutions. That is why the arrears ot 
the past had to be added to this year's planned 9 percent increases. These 

irrears amounted to 3 to 4 percent. And now, with that added, we have the 

l2-13 percent which was mentioned. 


uuestion!| Would it not be better to leave everything as it is--not eliminate 
rationing and not increase prices? 
wer | First, if we were to become accustomed to rationing, the agrof 
industry would stop expanding. The result would be a production only “for 
Second, the cost of food rises constantly. The means to 


the ration cards." 

produce tood are more expensive and procurement prices have been raised. If 
prices are not increased, it will be necessary to increase subsidies tor 

its production, What would happen is that a situation would develop in which 

the producers of food would queue up at the food shops, because the prices 

in the shops would be lower than the actual costs of production. And then, 


where would the tood come trom? 
Correcting Public Misconceptions 


rsaw ZYCIE WARSZAWY in Polish 9 Jan 85 p 6 


t lt appears from the telephone calls which we are receiving every day 
ir open-line number, 250-205, that some readers of ZYCLE WARSZAWY do not 
really understand the variants of the proposals on tood-price hikes. 
nis vo be due ¢t inability to obtain our Saturday-Sunday issue, the tact 
t the text has not been studied carefully enough, or the length of the text. 


it is why we have decided to brietly discuss the principles on which these 


res iriants are based, 


t us tirst recall that there are three principal reasons why it is necessary 


raise tood prices: he increase in the procurement prices of farm products 
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Thus, in this variant the increases would raise the level of prices of con- 


sumer goods and services by 2.8 percent, while the cost of living for workin; 


milies would increase 3.8 percent. 


Variant 3 would bring a larger reduction of the rationing system. It also 
contains a broader range of offsets [to the increased cost of living]. by 
July 1985 sugar rationing would be discontinued, but it is proposed that 


its price be increased more than in variant 2 (not to 75 but to 90 zlotys 
per kilogram). Other prices will remain as proposed in variant 2. 


fweretore, variant 3 would bring in approximately 143 billion zlotys from 
” 


the price increase, which would mean that retail prices would rise 3.2 percent 
nd the cost of living tor working familtes would increase by 4.2 percent. 


Of course the price hike in basic food items will carry with it a growth in 
ts of production and higher prices on derivative goods, such as cakes, 
jams, etc. Priceswill also go up on ocean fish (in the cod family) and on 
tea. As shown in the Office of Price Affairs proposals now under consul ta- 

tion, the effects of all of these increases have been taken into account 


an | 


in the total sums given with the individual variants (i.e., 96 billion, 124 


ss 


billion, and 143 billion zlotys). 


Ot course, how this will affect individual family budgets depends on the 
structure of purchases, consumption, and the financial status of the consumers. 
Obviously, those in the lowest-income groups and those with low pensions and 
immuities wil! be affected the most. That is why the authors of the proposals 
inticipate that the increased cost of living will be ofiset for these social 
groups. How this will be done wil! be discussed tomorrow. 


Let us remember that the discussion on the three variants does not necessarily 
letermine which of them will be accepted in its entirety. Maybe as a result 
the consultation a fourth variant will come forth. 


nionists, Covernment Otticials Conter 


Warsaw RZECZPOS’**| i lA in Polish 11 Jan 85 pp 1, 2 


[Report by Romana Kalecka (PAP) on a joint meeting of the Council of Ministers’ 
Committee tor Trade Union Attairs and the Executive Committee of the Nation- 
wide Trade Union Agreement (OPZZ) held on 10 January 1985 to discuss price- 


change proposals] 


(Text! During this first meeting of nember ft the government with the leader- 
ship ot the nationwide union (elected in Byton), a problem of primary import- 
ince to workers and work veterans was brought up--the proposed increases on 
od prices and the redu tion of rationing, and the offets due to the higher 
st of living, especially tor pensioners and annuitants. A plan of coopera- 
tion to put into effect the suggestions meade at the meeting of the PZPR Cen- 
tral Committee first secretary, General of the Army Wojciech Jaruzelski, and 

| 


the OPZZ leadership, was discussec. 
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those on the threshold of ¢t 


+} e < an . , ‘ - 1s. : - gl ey | 7 
ined :t it will be much harder for them to live after they have bey 





work because of the higher food prices. But when I asked them how they in- 
t ease their incomes there was silence on the other end of the line. 
i. re ll, there are all kinds of possibilities, especially tor the you: 
| L@. “ot the state budget, but a selt-—dependent, seilt-n inaging ind seiti- 
‘nterprise can guarantee its employees that which serves best to make 
the increased cost of living--higher wages. 
Lrter the call-in, Minister Krasinski meet with the ELWRO workforce. RKepresen- 


“atives ot several other plants were also present in the hall. 


we will publish a more extensive report of this meeting, containing the most 


‘ 


ng questions and answers, in a forthcoming issue of RZECZPOSPOLITA. 
Rebutting RFE Charges 


Warsaw TRYBUNA LUBU in Polish 15 Jan 85 p 2 


fa . tt , " 
[Article by Leszcz: Manipulator” | 
[Text] As could have been expected, our friends from Radio Free “Lurope readil 


joined into our consultation on price increases. For example, Aleksander 
Swie jkowski, in a program on 5 January in which he decided to discuss the 
hed proposals on new food prices and the reduction ot rationing, lament 


[t is quite strange that the stipulation, so liberally applied thus tar, that 
the overall increase in prices would not exceed 9 percent, is missing from 
the materials now being published." 


This is a lament meant tor the people who do not read newspapers, because 

anyone who picked up a newspaper containing this document without difticults 
und the extensive passage on the subject of the 9 percent limit on the growth 

of pri » in 1985. I repeat, without difficulty, because it appears in the 

first section of the document, titled "General Assumptions of Retail Price 

oli for 1985." That is what the Radio Free Europe truth looks like. 


Still if this RFE lie was intended tor those who do not read newspapers, Ctl 
commentator made an attempt to instill doubts in others. This is a sample: 
"Il had already once called attention to the fact that, in any case, 9 per- 
cent does not necessarily mean that butter or meat, for example, will not go 
up 50 percent, let us say, because locomotives may become cheaper." 

Anyone who read the proposals on the price changes will not tall tor such old 
tricks. Nor will he believe the gossip that Swiejkowski treats us with. 


9295 
CSO: 2600/47/74 








GOODS, SERVICES SUBJECT TO PRICE CONTROLS IN 1985 
Official Fixed Prices 
Warsaw RZECZPOSPOLITA in Polish 17 Jan 85 supplement REFORMA GOSPODARCZA p - 


[Text] Sejm Resolution Dated 28 December 1984 Specifying the Foods and 
Services on which Official Prices are Fixed 


Based on art 7, par 1, of the law dated 26 February 1982 on prices (DZIFNNIt 
USTAW, 1984, No 13, item 59) it is resolved as follows: 


§ 1 
1. Official prices are fixed on: 


1) food and services of primary significance in the cost of living or health 
protection: 


a) bread, rye and wheat flour, noodles and macaroni, groats (except corn), 
rice, and oat and wheat flakes, 


b) pork, beef and veal, processed meats (except delicatessen meat products), 


ground meat, and variety meats and chickens nationally distributed and sales- 


rationed), 

c) bacon, leaf fat, pork lard, and vegetable fats, 

d) milk, sour cream and cream containing 9 percent and 12 percent buttertat, 
e) powdered milk and milk nutrient mixtures (lacteals) produced in Poland, 


f) cheeses, except for sheep and sheep-cow cheeses, 


zg) “Bobo-Vita" canned nourishments and “Bobo-Fruit" fruit-and-vegetabie food 


for children up to age 3, produced by a special technology, 


h) sugar, 


i) tea, packaged in Poland: "Popularna, 
"Chinska," 


93 


Gruzinska, Madras," "Assam," mid 


j 














j) coal and coal briquettes, coke, semicoke, hot water supplied to apartments, 
and apartment-heating with thermal energy, 


k) piped and unpiped gas and electrical energy tor household use, 


1) school and college textbooks, 16- and 32-page tablets, binders and drawing- 
pads, inserts for binders and drawing-pads, and penciis, 


m) diaper cloth, 


n) over-the-counter medicines, serums and vaccines, and first-aid products on 
lists issued by the minister of health and social welfare. 


o) transport of people and baggage by city and mass transportation means, 


p) domestic transport of people and baggage by railroad and public automotive 
transportation (in regular, scheduled transportation), except for charges for 
sleeper and couchette cars, 


q) 


transport of persons in inshore navigation, 


r) services in public-aid establishments, children's homes, preschools, nurser- 
ies, care-upbringing centers, and school youth shelters, 


Ss) admission tickets to cinemas, theaters, operas, operettas, symphonies, and 
other art centers, except for admission tickets to stage, cabaret and circus 
performances, 


t) services in public-health establishments, hospitals, health-epidemiological 
stations, and others, 


u) personal services to public-health service blood-donating centers, and 
others, 


2) 
a) 
b) 
c) 
d) 
e) 
f) 


g) 


production and services of primary signiticance to manultacturing 
coal and coal briquettes and coke and semicoke, 

petroleum and fuel oil, 

piped and unpiped gas, 

electrical energy, 

sawmill wood and sawn timber for general-purpose use, 

cotton, 


basic chemical fibers: viscose, polyamide and polyester, textile 


costs: 


» untextured, 


technical and carpet silk; viscose, polyamide and polyester, cut and pulled, 
cotton-, wool- and carpet-type textiles; and acrylic, propylene, aut and pulled, 
textiles, 





h) rubber and rubber latex, 


i) new tires, domestically produced, for trucks, buses and trolley-buses, 
and farm equipment, machinery, and tractors, 


j) buses, trolley-buses, streetcars, trucks and road tractors of over 1. ton 
load capacity, 


k) wheeled, universal farm tractors manufactured by the "Ursus" Tractor Indus- 
try Association, 


1) apatites and phosphorites, 
m) metal ore and scrap--procurement and selling prices, 


n) metallurgical, iron and steel products, except for forgings, wheels, hoops, 
forged-rolled rings, and railroad junctions and accessories, 


0) metallurgical products made of nonferrous metals and products made from 
processed nonferrous metals, 


p) cable and conduits, 





q) sulphur and sulphuric acid, 
r) cement, 
s) cellulose, 


t) rye and wheat flour, groats except for corn, pork, beef and veal, bacon, 
leaf fat, lard, butter, vegetable fats, milk, sour cream, and cream contain- 
ing 9 percent and 12 percent butterfat, powdered milk, cheeses except for 
sheep and sheep-cow cheeses, 


u) artificial fertilizers and fertilizer lime, 


v) medium-protein feed mixtures, high-protein feed concentrates and mineral 

feed mixtures for cattle, hogs, chickens and hens, milk-substitute feed mix- 
tures, defatted feed milk, powdered milk and whey, caseine for feed, and grains, 
grinding grains, bran and solvent-extracted cake. 


w) basic pesticides on list issued by the minister of agriculture and food 
economy in coordination with the minister of finances, 





x) domestic cargo haulage by rail, water, and public automotive transport, 


y) services performed by medical equipment repair plants, medical engineering 
and construction and repair plants which report to people's councils or are 
supervised by the minister of health and socia! welfare, 
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3) basic farm products, imported or procured by socialized sector units-- 
procurement and selling prices: 


a) grain, except millet and sowing grain, 


b) slaughter beef, hogs and calves, and chickens purchased on the basis of 
a contract entered into between the supplier and the goverament, 


c) piglets, from intervention procurement, 
d) cow's milk, 
e) sugar beets, 


f) potatoes, except for early potatoes and seed potatoes, in the period from 
January to May and September to December, 


g) rape and turnips, except sowing material, 

h) sheep's wool, 

i) raw hides-- cattle, hog and calf, 

j) tobacco leaves. 

2. Official prices are also fixed on: 

1) grain spirits: potato, grain, fruit, molasses, and from beets; rectified 
spirits, except for engineering spirits and spirit products purchased from 
the people, 

2) tobacco products, except for those purchased from the people, 

3) Polish-made matches, 

4) gasoline and diesel oil, 

5) gold and other noble metals, and scrap from these metals, 

6) postal and telecommunication services in domestic traffic, 


7) funeral services, 


8) admission to city parks, zoos, recreation and rest centers, swimming pools, 
bathhouses and public lavatories, 


9) trash collections, 
10) compulsory research and control of objects, conducted on the basis of sep- 


arate regulations and technical supervision; engineering studies on vehicles; 
research on imported and exported goods, and others, 
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JPRS-EEI-85-027 
6 March 1985 
ll) storing of state reserves, 


12) maps and other geodesic and cartographic materials, sold from the state 
geodesic and cartographic stocks. 


§ 2 
The law goes into effect on 1 January 1985 and is binding to 31 December 1985 
(MONITOR POLSKI, 1984, No 29) 
Regulated Prices 


Warsaw RZECZPOSPOLITA in Polish 17 Jan 85 supplement REFORMA GOSPODARCZA 


Dp « - 


[Text] Council of Ministers Resolution No 176, Dated 28 December 1984, 
Specitying the Goods and Services on which Regulated Prices are Fixed. 


Based on art 7, par 2, of the law dated 26 February 1982, on prices (DZIENNIK 
USTAW, 1984, No 13, item 59), the Council of Ministers resolves as follows: 


§ 1 





1. Following is a list of goods and services on which regulated prices are 
fixed: 


') goods and services, production or performance of which is subsidized by the 
State, 


2) standard consumer goods and services as listed in Annex No 1 to the resolu- 
tion, 


3) construction jobs executed on the basis of an order issued without a bidding 
procedure, 


4) goods and services produced (performed) in Poland, which are the means of 
production listed in Annex 2 to the resolution, 


2. By the goods referred to in par 1, point 2, it is understood to mean domes- 
tically produced goods; the food items listed in part 1 of Annex No 1 to the 
resolution also mean imported goods. 


§ 2 
The law gves into effect on 1 January 1985 and is binding to 31 December 1985. 


(MONITOR POLSKI, 1984, No 29) 
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Annex No ! 


List of Standard Consumer Goods and Services Subject to Regulated Prices 





ee eee eee ee 


Standard Product 
No Classification Symbol Item 








eee eS — — ee 


1. Food Items 


] 234 Marine fish and their products (exclud- 
ing fresh-water fish and their products) 

2 2358-3 Milk drinks 

3 2359-3 Buttermilk and its products 

4 2411-9 Barley flour and corn flour 

5 2412-92 Corn groats 

6 2413-2 Wheat and oat flakes 

] 402-11 Eating potatoes, during the period from 
January to May and September to Decem- 
ber 


2. Light Industry Products 
Knit and Hosiery Products 


R 2013-1 (to -3) Knit garments for persons to age 11 
(except 100 percent wool garments) 

9 2014-1 (to 3) Knit personal wear for persons to age 11 
(except bathing-wraps and safari-type 
shirts) 

10 2019-1 (to -3) Hosiery products for persons to age 1l 


3. Garment Industry Products 


Fabric garments for persons to age 11 
(except wool and wool-like garments con- 
taining over 60 percent wool fibers and 
fur fabrics) 


1} 2112-11, -21, =31 --fall-winter coats 

12 2112212, -22, =-32 --spring-summer coats 

13 2112-14, -24, -34 --jackets 

14 2113-1 (to <3) Garments of wool and wool-like fabric 


containing up to 60 percent wool fibers 
for persons to age 11 (except bathrobes) 
| ?bonzurki | 


[Continued on following page] 
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Annex No 1 [Continued] 


ea eee 


No 


= 


15 


16 


17 


18 


19 


20 


21 


— ~~ ene He ee lU 





Standard Product 
Classification Symbol 








2114-1 (to -3) 


2181-12, 1829-495 


2221-11, -12, -13, -21, 
-22, -23, -31, -32, -33 
2222-11, -12, -13, -21, 
“22, -23, -31, -32, -33 
2225-11, -12, -13, -21, 
-22, -23, -31, -32, -33 
2226-11, -12, -13, -21, 
-22, -23, -31, -32, -33 


2222-14, -15, -24, -25, 
-34, -35 

2224-144, -154 

2224-745, -746, -755, -756 
2225-14, -15, -24, -25, 
-34, -35 

2226-14, -15, -24, =-25, 
-34, -35 

1375-211-231 


2224-286, -296 


1526-33 








— eae ae ea ee se a se 


ee 





Personal wear made ot cloth for persons 
to age 1] (except that made of natural 
silk, satari-type shirts, and bathing- 
wraps) 


Diapers--cloth and paper 


Leather and Rubber !adustry Products 


Outdoor footwear with leather or plastic 
uppers tor persons to age 4--infants, 
post-infants, and toddlers 


Preschool and school outdoor footwear 
with leather uppers and nonleather soles 
or with plastic uppers, and rubber-soled 
canvas shoes, sneakers, juniors, Addidas- 
type fabric shoes on nonleather soles, 
and rubber and textile-rubber vulcanized 
footwear 





Footwear for older persons, with textile 
uppers on leather and nonleather soles 


Health Protection Means 


Health protection means in market circul- 
ation and to supply the health services, 
as listed by the minister of health and 
social welfare, except those on the list 
of goods and services on which official 
prices are fixed. 


Glass products 


Infants" bottles, glass, graduated 


[Continued on tollowing page] 
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Annex No | [Continued] 





-——_—_——— 


Standard Product 
No Classification Symbol Item 








—— -—— eo eee 


3. Wood Industry Products 


22 1741-211, -217, -23 Furniture for schoo!s, preschools, 
1742-26, -28, -4 hospitals and health-service facilities 
1743-311, -317, -33 

23 1749-1 Coffins (except metal) 


4. Other Nonfood Items 


Paper Industry Products 


24 1825-12 Notebooks 
25 0965-2 Spectacle lenses 
26 2885 Orthopedic, rehabilitation and prosthe- 


tic products 


5. Services 


27 Services pe-formed by plants and health 
spas without regard to their position 
in the organizational heirarchy 





28 Tourism services (workers' vacations, 
camps and summer camps for school 
children) 

29 Hotel and camping services for foreigners 

30 Transport of persons and luggage by 


passenger and baggage taxis 











-_——- -— ——— ]— «.- oo _—— — re - o e —_—_— —_—— oe 
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Goods and Services Produced (Pertormed) in Poland, Whictl 
Standard Product 
Classification Symbol or 
Service Classification [ten 
0321 Thermal energy supplied by so 


producers and distributor 


062 (excluding 0829) Farm machines, equipment, to 


c 
1026-6 trailers (except those for the 


economy ) 


1221-131, =-132 Nitric acid 

L3ll-]2 Titanium white 

2353-13 Commercially condensed milk 
2359-3, <4 Buttermilk and whey and their 
2621-4 Fish meal 

sOll<-13, -33, -43, -53, Sowing materials tor grain, 
-63, -/3 yielding rape, seed potatoe: 
9014-12, <23, =-53 tor leguminous and large-see 
015-33, -43, -53, -63 (peas, broad beans, lupine, 
4027) <2 and SuUya bean) 


e211, 4212—14 Farm breeding animals (bulls, 


roducts 
| 
t's ee 
ind seed 
plant 


, 
vOaTS, 


rams and stallions for stud, heifers, 


cilts and calves for further 


+2101, 42102 Services related to animal pr 


Services related to plant p 
bees 

Services in connection with 
sis and the determination o! 


composition of plant material, 


fertilizers 


4010] Basic services connected with 
40102 duction, appearing on the 1! 
40103 the minister of agriculture 
4020! omy in coordination with the 
43902 finances 


600 / 494 
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JPRS-EEI-85-02 
J March 1985 


PULAND 


GOVERNMENT KEFORM TEAM RELEASES WHITE PAPER ON RESTRUCTURING 


Warsaw KZECZPOSPOLITA in Polish 17 Jan &5 supplement REFORMA GOSPODARCZA 
pp i,2 


[Unsigned article: “Prin ipa! Assuupt i ns and Directions of the Formation of 
Organizational Structures in the Economy |] 


[Text] Since February 1954 the Team for Or ranizational Structures 

in the Economy under the Commission tor the Economic Reform has been 
working on proposals relating to the assumptions tor and directions 

of changes in the organizational etructurtes. On the basis of that 

work and the opinions of the ministers directing the economic 
ministries, the Of'ice of the Government Plentpotentiary for the 
Economic Reform has prepared a draft project for the principal 
assumptions and directions of the formation of organizational structures 
in the economy (text published below), which was considered by the 


Government Presidium on 1/7 December 1984, 


The Government Prestdium recognized the tormation of organizational! 
structures in the national economy to be among the principal 
problems of the economic reform and pointed to the need to 
subordinate the directions of changes to the strategic aims and 
objectives of economic policy. They are to promote, among 

other things, the modernization and acceleration of 

development ot certain tields of the econuny and the 

integration of the producers participating in international 





trade, the sft reanlining of cooperation and the sotutton of 
problems of major importance to the entire economy such as the 
spread ot ele tront: Se 


In the discussion it was pointed out that organizational 
changes should occur chiefly as a result of economic trans- 
formations. The ftormation of new structures should be adapted 
to the technological and economic aspects of discrete flelds 

of the economy as well as to their actual operating conditions. 











It was stressed that the tormation of effective organizational 
structures has to be based not only on sound economic, 
and organizationa! rationales but also on gaining the understanding 
and support of worker selt-governments for these new 
organizational torms. 


cechnological 


The principle adopted was that the state enterprise would 
remain the fundamental unit of the organizational system of! 
the economy. Transtormations--regarded as a lone-' © proccess-- 
should be carried out in order to assure the sociai 
ettectiveness of Ganagement, increase responsinility fos 
economic performance and strengthen the motivational factors 

in scientitic-technical and organizational progress. 


A. Principal Assumptions 


1. In the current stage ci retorming the economy the development and 
consistent application of a coherent central policy on the tormation of 
organizationa! etructures are becoming essential. The retorm measures taken 
so far have introduced fairly significant changes in this tield, but they are 
not conplete changes. The progress achieved in “tightening” the economic- 
financial mechanism of enterprises serves at present to prepare and introduce 
further indispensable changes in organizational structures. They should occur 
in accordance with the reform's orientation, result in strengthening anf 
elaborating new institutional solutions and allow for the country's ecovomic 
and sociopolitical situation. 


2- The program for the organizational development of the economy should in 
particular allow for: 


--economic and social value of the enterprise as the basic unit of the 
economy; 


-~-‘the need to coordinate activities on a broader scale in order to assure the 
implementation of the socioeconomic tasks outlined in the central plan; 


--the necessity of demonopolizing various fields of the economy in order to 
safeguard the conditions for the correct operation of economic mechanisms. 


3. A major condition for the correct organizational development of the economy 
is the complete adaptation of the functions and operating style of the 
supreme, central and local agencies of state administration to the new scope 
of responsibility and decisivunmaking rights. It is just as necessary to 
modernize internal management within enterprises and other organizational 
systems. 


4, 1t should be a general principle that organizational changes should 
contribute to streamlining management and tncreasing both responsibility for 
economic performance and motivation for technological and economic progress. 
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--are highly important to national defense; 
--influence the market equilibrium greatly; 
--figure significantly in our country's exports. 


In view of the above circumstances, the following postulate may be formulated 
as regards the organizational solutions adopted in this field: a maximally 
ditferentiated gamut of organizational forms should be used, and it should be 
adapted to the individual features of the concerned group of enterprises. 


Of special importance, particularly in the machinery industry and certain 
subsectors of the chemical and light industries, are the organizational forms 
assuring an efficient cperation of cGproduction ties. This concerns chiefly 
large enterprises that manufacture final products which depend on many parts 
suppliers. In cases of this kind the aim should be to develop a new type of 
coproduction relations, based on strong economic relations and organized by 
the final producer. Here, coproduction ties should be of a much more extensive 
nature than has been the case with respect to traditional coproduction 
agreements. 


'n these fields, in this connection, the aim should be to create a situation 
in which the final producer becomes to a certain extent responsible for 
providing the supplier plants with materials, foreign exchange, development 
funds, etc. At the same time, the final producer should be provided with more 
effective means of safeguarding his interests (as ensuing in particular from 
his commitment of investment capital in supplier plants), than has been the 
case so far. 


Many major problems of economic coordination, particularly as regards 
scientific and technical progress and international cooperation, can be 
resolved by the head offices of ministries by basing themselves on strong and 
efficient economic organizations [enterprises] whose economic performance, 
trained personnel and proeftectiveness orientation ensure an effective 
implementation of dsvelopment strategies. They do not always have to be large 
enterprises and neither do they have to be enterprises of the production kind 
nor, often, those which have previously been the leading ones. To gain 
partners handling the solution of particular tasks of problems, the 
administrative agencies should resort to negotiations, government contracts, 
and other torms assuring the potential leading enterprises of deriving 
particular advantages from the exercise of specific coordinating functions as 
well as of the responsibility borne for this reason. The utilization of 
strong and efficient enterprises as subcenters for economic coordination 
changes fundamentally the situation of the central-level agencies by freeing 
them of the need to directly coordinate the activities of hundreds of 
enterprises, because that coordination will be exercised by the “point” 
method, that is, by the leading enterprises themselves which gain their 
standing owing to a highly effective performance and innovative measures. 
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The system of enterprises in which inhere the premises for organizational 
integration also comprises certain trade enterprises, particularly the 
merchandise suppliers and wholesalers. This applies in particular to those 
domains of that system in which such enterprises are elements of the system 
for the control of consumer goods. The related forms of integration may be, 
among other things, multiplant enterprises, associations and joint 
enterprises. 


3. The third system comprises the light industry, part of chemical and 
agricultural and food-processing industries, the construction industry, trade 
and services. These fields display considerable technical and technological 
diversity, extensive geographical dispersal and variability of nature of 
production. The need for a temporary direct supervision by the state manifests 
itself here in certain limited domains related to the difficulties of 
balancing output with demand. 


In this segment of the economy an organizational deconcentration is justified, 
with the object of stimulating the mechanisms of competition. The monopoly 
structures existing here in both the state and the cooperative sectors lack 
technological and economic justification. 


A particularly important direction of action is determining the desirable 
optimal scale of output or turnover in discrete branches and subsectors. Among 
the mechanisms stimulating this process special mention should be made of: 
curtailment of subsidies for inefficiently managed enterprises and a more 
active initiation of liquidation and bankruptcy proceedings with the object of 
reorganizing enterprises so as to assure a more efficient management and 
providing convenient conditions for capital transfer among discrete branches 
of state-owned industries. 


4. The fourth system comprises small industries in the broad meaning of the 
term. It is distinguished by a considerable adaptability of production to 
changing market needs, relatively low capital requirement, considerable 
flexibility of the production and consumption of producer goods and close ties 
to the sphere of services. In a modern economy this system is particularly 
actively developed. The small-industry sector plays an important role not only 
on the consumer market but also as a coproducer for big industry. At the 
present stage it also is indispensable to actively promote small industries by 
means of organizational measures by the ministers and province governors, as 
well as through the inspiration and organizational activities of large 
enterprises and other economic systems. 


C. Basic Organizational Forms 
1. The State Enterprise 


In the reformed operating system of the national economy the basic economic 
unit is the state enterprise. In the light of both the mandatory provisions of 
the decree on state enterprises and the operating practice of these 
enterprises, this organizational form is not homogeneous. This form may vary 
depending on the nature and operating conditions of the state enterprise, and 
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it may change in time. Even now there exist single-plant enterprises, multi- 
plant enterprises with a centralized internal system and multi-plant 
enterprises of the combine type with a varying autonomy of their component 
organizational units as regards turnover, generation and division of profits, 
planning of production of development, etc. 


2. The Combine (Multi-Plant Enterprise) 


This is a form of multi-plant enterprise distinguished by a considerable 
degree of integration of its component plants owing to their strong 
territorial and technological bonds, which may also be accompanied by [cen- 
tralized] handling of the complete manufacturing cycle of products, ie, 
from R&D work to the provision of maintenance service for the products 
manufactured. 


The component plants of the combine lack legal entity and operate within the 
framework of the combine on the basis of internal (limited) cost accounting. 
fhe scope of the centralization of decisions within the combine depends on the 
extent of the integration of its component plants, that is, on the strenth of 
the bonds mentioned above. This centralization applies in particular to the 
following domains: 


--determination of plans for the combine as a whole as well as for its 
component plants; 


~-determination of the extent of internal coproduction.in the combine; 
--conduct of the combine's foreign trade and cooperation; 
--programming the development of the combine as a whole and its parts; 


--conduct of financial policy within the combine, and particularly the 
accumulation and disposal of centralized purposive funds. The effectiveness of 
the combine as an organizational form of the multi-plant enterprise is linked 
to its two fundamental properties. First, the combine represents a relatively 
closed economic system, meaning that it comprises plants that are so selected 
as to assure a sufficiently effective implementation of economic tasks, and 
that the incorporation or exclusion of some or other plant wili not improve 
the operating efficiency of the system. Its second property consists in that 
a combine is a relatively stable economic system, as reflected in the mass 
nature of its production and the continuity of its production ties, which as a 
consequence accounts for the stability of production ties among the combine's 
plants. 


3. The Mandatory Production Association 


The duty of forming mandatory associations is determined by the Council of 
Ministers in the form of a decree upon first consulting the appropriate 
parliamentary commission. The decree establishing the duty of forming the 
association is bound to specify, among other things, the composition, purpose, 
tasks and the procedure for financing the activities of the association. 
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The decree also specifies the body supervising the association. That body 
ratifies the agreement and statute of the association and confirms the 
election of the association's director by the association's council. The 
supervising body monitors the consonance between the activities of the 
association and the provisions of the pertinent decree, agreement and statute. 
Fees for operating the association are charged to the operating cost of the 
enterprises associated in it. In view of these features, it can be stated that 
an association is an organizational torm of cooperation among enterprises 
which affords to the central agencies of the economic administration 
considerable opportunities for influencing (coordinating) that cooperation. 
Employing this organizational form is particularly useful in: 


--implementing the state's supervision of the economic fields of particularly 
great infrastructural importance in which it would not be expedient to 
introduce organizational solutions that radically curb enterprise autonomy; 


--coordinating economic activities in the fields in which autoregulation 
processes temporarily do not function efficiently enough, thus necessitating 
administrative forms of coordination in order to reinforce the economic- 
financial mechanism; 


--accelerating the restructuring of specific fields of the economy by 
stimulating specialization, standardization, technological progress, etc. 


Aside from those of its aspects that are regulated by the decree of the 
Council of Ministers specifying the duty of its establishment, the mandatory 
Association operates in the same way as a voluntary association. In 
particular, in the interest of its members, the association may exercise other 
than obligatory functions (tasks). The association may also admit to its 
membership other interested enterprises, on voluntary principles. 


Analysis of the material on the activities of the associations (decree of the 
Council of Ministers, agreement, statute) reveals that the tasks of the 
association are defined quite precisely in all these documents. However, the 
resources with which these tasks are to be accomplished are not as precisely 
defined. (That is a deficiency of an overwhelming majority of the charter 
documents of mandatory associations.) 


It appears possible to reinterpret the functions and tasks, and define the 
operating mode, of the mandatory association, by adhering to the following 
logic schema: 


--pursuant to the provisions of the law, the establishment of mandatory 
associations is a right of the Council of Ministers; 


--the agreement for establishing an association of enterprises should define 
not only the purpose and nature of activities of the association but also the 
resources needed to accomplish the purpose for which the association is tormed 


(cf. Article 61, paragraph |, of the Decree on Enterprises); 
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--by imposing on enterprises the duty of concluding an agreement to establish 
an association and by defining the duties of the association (of associated 
enterprises), the Council of Ministers may, with the object of assuring the 
accomplishment of the purposes for which the mandatory association is 
established, specify the terms of the agreement which may not be deviated from 
by the enterprises obligated to conclude that agreement. These terms should 
primarily refer to specifying the resources that would, in the opinion of the 
association imposing the duty of concluding the agreement, ensure the 
accomplishment of the purpcses and tasks for which the association is formed; 


--the determination of these terms, and essentially their mandatory nature 
itself, represen*s a limitation on the scope of the enterprise's autonomy. 


The decree of th@ Council of Ministers specifying the duty of concluding the 
agreement to establish an association and identifying the purposes for which 
the association is to be established may impose on the enterprises duties 
relating to conduct serving to promote the accomplishment of the tasks facing 
the association. 


In this form it is possible, for example, to define the obligation of the 
enterprises to finance joint projects that are indispensable to accomplishing the 
purposes specified in the legislation establishing mandatory associations (on 
delegating to the association council the right to determine the particular form 
in which that obligation is to be implemented). 


4. The Joint Capital Company (Joint Enterprise) 


This is an organizational form of cooperation among state enterprises, used to 
conduct joint economic activities. Thus, this form of cooperation among 
enterprises leads to the integration (combining) of capital. 


In the present circumstances the most suitable form of joint ownership by 
enterprises is the limited responsibility company [corporation]. This is a legal 
form envisaged for a relatively small number of partners forming a company not 
only as a way of profitably investing capital but also a means of accomplishing 
particular economic tasks. 


The conclusion of an agreement for establishing a joint enterprise has to be 
approved by the parent agencies of the enterprises concluding that agreement. In 
the event that the purpose for which the joint company is to be established is 
particularly complex, the establishment of the company will require the prior 
conclusion by the interested enterprises of an agreement for cooperation in 
establishing that company in the future. 


The company is provided with the financial and material resources needed for its 
operation by the enterprises forming it, which contribute to it their shares of 
these resources in the form of fixed and liquid capital placed at its disposal. 


The advantages accruing from participation in the joint company may be manifold. 
There is the direct advantage of participating in the company's profit. 
Irrespective of this, the discrete partners have the opportunity of promoting 
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their particular economic interests by participating in the company. In addition 
to the duty of contributing to the company's founding capital, the partners may 
be bound by their agreement to perform other obligations on behalf of the 
company. This means that the company agreement may include specific mutual 
obligations between the company and its discrete partners for concluding, after 
the company is established, agreements for deliveries, provision of services, 
sales of franchises, etc. In the long run, as the capital market develops, it may 
become possible to derive profits from trade in the stocks of the company. 
Domains in which the establishment of such companies may be particularly useful 
are to be regarded as: 


--implementation, with the resources of enterprises, of investment projects 
benefiting the entire branch; 


--implementation of projects promoting technological pro,* -: (application of 
inventions, propagation of technological progress); 


--financing the development of coproduction facilities with funds provided by the 
producers of final products; 


--joint operation on foreign markets. 

5. The Consortium 

This is a new form of cooperation, which may be utilized to implement major 
projects of importance to the entire economy. The following examples of potential 
projects of this kind may be mentioned: 

--the spread of electronics in the economy; 

--containerization of transport; 

--small tractors for agriculture; 


--regulation of water systems; 


--utilization of local energy sources (e.g., natural gas) tor consumption and 
production needs. 


The common features of these projects are: 

--their great infrastructural importance; 

--the definite time frame of their implementation; 
-—-the need to commit substantial financial resources; 


--the commitment of a large and relatively diversified group of economic and 
administrative organizations to the implementation of these projects. 
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The principal advantage of the consortium is that this form serves to apply the 
principle of self-financing to the entire project. This makes it possible to 
raise the funds indispensable for implementing the project by combining financial 
resources deriving from various sources such as iis [state] budget, bark credit, 
payments (shares) by interested organizations and the issuance of bonds to be 
repaid from future profits (services, products). 


The principal task of the consortium is to direct the implementation of the 
project by financing the discrete operations involved. This financing may be 
accomplished by: 


—~granting credit to specific economic organization: for implementing the 
needed work (R&D, application, investment, etc.); 


--providing funds to the new organizations (joint interprises, combined 
cooperative organizations) established to accomplish specific purposes. 


To assure efficient financing of the above-mentioned operations within the 
framework of the consortium a bank in the form of a joint stock company may be 
established. Such a bank would accumulate funds, conduct suitable credit 
operations, grant credit backing to the organizations participating in 
implementing the project and cooperate with other banks. 


The transfer of funds from the state budget to the consortium fund may be 
accomplished by a state enterprise especially established for this purpose 
whose special standing within the consortium would be guaranteed. (The present 
legislation in force makes no provision for joint stock companies in which 

the state budget would be a partner with state enterprises.) 


The state's supervision over the implementation of the project is assured in 
particular with respect to the management of the raised fund and the 
participation of appropriate state agencies in the bodies directing the 
implementation of the project as a whole, i.e., in the supervising council and 
the board of the consortium. 


6. The Voluntary Association 

This is an organizational form of cooperation substructed on a civil-law basis 
(contractual association) and consisting in the voluntary mutual association 
of state enterprises with the object of accomplishing their economically 
justified goals. The composition of the association is a function of the 
purposes for which the enterprises associate themselves. In practice, varied 
coniigurations of such associations may occur. The most characteristic of 
these are: 

--associations of enterprises belonging in the same branch; 


--associations of enterprises in the same region (local enterprises); 


--associations of coproducing enterprises; 
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--associations of enterprises linked by the same product or raw material. 


An association provides a convenient institutional platform for cooperation in 
many different fields, and on a highly differentiated scale at that, ranging 
from the exchange of information through mutual aid, coordination of 
activities, joint action and projects relating to technological progress, 
marketing, supplies and social services to far-reaching cooperation requiring 
a permanent integration of capital (resources of individual enterprises). This 
last possibility is afforded by financially autonomous organizations which may 
be established to meet particular needs (goals) of the associated enterprises. 
They are provided with the resources of these enterprises and operate on the 
principle of cost effectiveness. 


A voluntary association is financed from the distribution ot the protits 

earned by the associated enterprises (this principle will become effective as 
of 1985). This circumstance poses particularly high requirements to the bodies 
directing the association. In such a situation, essentially the sole reason 
justitying the existence of the association is its usefulness to the member 
enterprises, that is, the contributions it makes to overcoming the ditficulties 
they face or the provision of certain opportunities. 


The agreement among enterprises for establishing a voluntary association is 
subject to approval by their parent agencies. A parent agency may retuse to 
approve this agreement if it is not consonant with iegal provisions. By virtue of 
this function, the parent agency may act as a consultant during the approval 
stage, helping the enterprises to work out an optimal agreement for association. 


7. Agreement for Cooperation 


This is an organizational form of cooperation substructed on civil-law basis 
and consisting in the conclusion of an agreement for cooperation among the 
interested organizational units. The scope of agreements of this kind may be 
extremely broad. They may apply to cooperation of branch or territorial 
nature, as well as to cooperation among discrete organizational units having 
certain interests in common (subcontractors, longrange coproduction, etc.). As 
distinguished from the associations of state enterprises, the agreement for 
cooperation is an organizational form of cooperation among organizational 
units of various kinds: state enterprises, cooperative organizations, 
scientific research centers lacking the status of an enterprise, etc. In view 
of these features, the agreement for cooperation may be concluded eithet 
“independently” or as a complement to other forms of cooperation (e.g., to the 
cooperation between an association of state enterprises and a cooperative 
organization, to the implementaiton of the preparatory work required to 
establish a joint stock company, etc.). 


D. Conclusions 


l. A necessary condition for an effective organizational restructuring of the 
economy is its close linkage to the program for structural transformations and 
the long-range plan for socioeconomic development. It must be adapted to the 
technological, economic and actual conditions of operation as well as to the 
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Strategic aims posed to discrete tields of the economy. This requires an 
active role of the agencies of state administration, including the parent 
agencies. The changes should both be extended to the modes of operation and 
introduce new institutional solutions adapted to the tasks. 


2. The starting point for tormulating the policy of organizational 
restructuring should be the determination of problems whose solution is to be 
promoted by the new organizational systems, as well as the determination of 
the tunctions to be accomplished by the new structures. Here it is important 
to evaluate whether the postulated goals that have not been achieved within 
the framework of a given structure, or the desired functions, might not be 
accomplished within the framework of the already existing organizational 
structures. The next element sheild be the calculation of the--both economic 
and soctal--cost and effects of Jiscrete planned organizational measures. 


In the practice so far, attention has been focused on the advantages, yet every 
organizational change entails some disadvantages as well. For example, when large 
organizations are established, this is done at the cost of weakening the 
proincentive attitudes of the units merged into such organizations, etc. Still 
another element should be the determination of a common line of conduct at the 
level of the parent agency of the institutions financing the operations of the 
enterprise and the concerned agencies of state administration. This concerns in 
particular assuring the coordination of the actions of the parent agency with the 
financtal or credit policies. An unusually important question is the manner in 
which organizational inttiative should be taken to the enterprises, and in which 
they are informed of the assumptions underlying the proposed solutions. Just as 
important is the handling of alternative proposals and contacting the enterprises 
to ask them to submit their own ideas for the accomplishment of the tasks which 
are to be promoted by the new organizational system. 


3. The principle of maximum stabilization of the existing regulations 

governing the organizational structures ot the national economy should be 
strictly followed. The rationalization of these structures is a long-lasting 
process which cannot be artificially accelerated. Hence, the existing legal 
system should be not so much continually revised as elaborated (new laws should 
not supplant old ones but rather should fill their gaps and loopholes). The 
formative process of organizational structures should be above all based on the 
existing legal system. 


4, When undertaking initiatives and proposing organizational changes 

allowance should be made for the need to preserve effective central control 
and the possibility of guiding the activities of the new organizational forms. 
An excessive organizational concentration may, contrary to appearances, 
seriously curtail the possibility of exercising such control and result in a 
situation in which a large (most often monopoly-type) structure would avail 
itself of its broad scope ot self-government and autonomy in order to impose 
its will on the central agencies, extort rebates and preferences, evade the 
rigors of ettective management, etc. 


9. A hasty establishment of new organizational forms (and particularly the 
organizational concentration of enterprises) should be avoided, because it 
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could result in destabilizing the entire operating system of the economy and 
forfeiting the aiready achieved positive results. It should be borne in mind 
that the correct process of the formation of organizational structures 
requires not so much cogent argumentation and a proper economic, technological 
and organizational preparation as also gaining social approval as well as the 


support of the new organizational forms by plant self-governments and plant 
management. 
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JPRS-FEI-85-027 
6 March 1985 


POLAND 


ECONOMICS SOCIETY SIGNS ACCORD WITH GOVERNMENT OFFICE 
Warsaw GOSPODARKA MATERIALOWA in Polish No 20, Oct 84 p 470 


|\Text! One of the conditions of the implementation of the Central Annual 

Plan is the economical utilization of raw and other matertfals, and energy. 
Incorrect decisions concerning materials management can have results going 

far beyond the sphere of the proper producer goods supplies for the socialized 
economy, and the regular work of industries which depends on it. Appreciating 
the importance of proper planning and directing of materials manarement 

in the whole country, economists are expanding their cooperation with the 
Office of Materials Management [UCM]. 


In the Main Board of the Polish Economic Society [PTE], an agreement was 
signed to this effect between the PTE and UCM. The agreement takes into 
account substantial scientific, research, training, and consultative 
assistance on the part of PTE for UGM employees. The cooperation will 
include, in particular, the stimulation of institutional and issue-oriented 
actions aimed at improving the efficiency of materials and fund management. 
Furthermore, the agreement calls for expert reports, organization of 
scientific ana technical conferences, symposiums, preparation of and opinions 
on legal documents, as well as initiation of actions to implement the 
conservation program. 


The agreement stresses that both sides will do their best to make the 
general agreement an effective form of participation of the social economic 
movement in the realization of tasks facing the national economy. In 
order to control on a regular basis and to coordinate the tasks contained 
in the working plans developed on the basis of the signed agreement, the 
UGM and PTE have created a coordinating teom. In order to solve problems 
covered by the agreement, the PTE Main Board will set up, on the other 
hand, an agency for raw and other materials. 


The agreement in question was signed for an indefinite period of time, and 
its implementation will be based on yearly plans of action. 
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JPRS-EEI-85-02 
6 March 1985 


POLAND 


"MARKET’' REFORM SEEN ESSENTIAL FOR BUILDING INDUSTRY REFORM 
Warsaw INWESTYCJE I BUDOWNICTWO in Polish No 10, Oct 84 pp 19-21 


[Article by Krzysztof Stangierski: "Why Does Reform of Building Industry 
Meet Obstacles?"] 


[Text] I suggest the following answer, which will be easiest to present 
in the following cause-effect sequence: 


1. In the building industry, only a "market" type of reform has chances of 
succeeding, which follows from the fact that this branch of the national 
economy is purely market-oriented. 


2. Such a reform requires deep changes in both the structure and the way 
things work. The latter is extremely difficult because it is necessary to 
break the investment arbitrariness of the central and local economic 
administration. Changes in the structure are difficult for the same reason, 
but they also require a true personnel revolution among the managerial 
cadre. It has to be well prepared and it is a time-consuming operation. 


The market character of the building industry can be demonstrated in two 

ways. The first refers to certain features of construction production, 

such as extremely heavy dependence on local demand, uncertainty and volatility 
of the local market which fluctuates jvst as investments, lack most often 

of regular customers and foreign trade which might attenuate those 
fluctuations, etc. 


The second [way] refers to difficulties one meets when trying to fit the 
building industry into the model of central administration. There are 
various characteristics of this model. The role and character of the economic 
control are one of them. It is of primary importance here (the secondary 
character of horizontal ties and self-control they induce) because the system 
of evaluation and assignment of tasks, i.e., literally everything, is based 
on it. Because of the building industry conditions, it is organically 
impossible to control from the outside, from the top, many important spheres 
of activity of the units which are directly involved in this business 
(construction projects). These are, for example: extent and structure of 
works under way, their quality (especially of structures being covered 

during construction), prices and detailed material expenditures. This 
unverifiability results from the extreme complexity of the product 
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(greac number of projects and unit prices), its individuality, and uniqueness 
the production site (impossibility of using designs and patterns of previous 

pr yveles). The base of difficulties is, then, of a technical nature: 

the control apparatus would have to be incredibly extensive in order to be 

equal to the task. Because of the costs involved, this is neither 

possible nor purposeful. 


rodguct lon 


Ditficulties in the planning and assignment of tasks are coupled with the 
impossibility of accomplishing correct evaluations and control. This is 
related to three circumstances. [First,] the plan and goals of a specific 
building enterprise are a result of investment plans in a given time and 
place, and that is uncertain and fluctuating. As a consequence, drawing 

up the annual production plan at the last moment has become a rule, so it 

is hard to dream of a long-term perspective. The second circumstance is 
determined by the fact that the design and estimate papers are an 
indispensable starting point for an accurate planning of the building 
production. In most construction branches, these working plans are drawn 

up individually and are, often, very extensive. It will never be possible 

to expect that important details of a contract which is being started, 
contained in the working plans, can be disclosed well in advance, for the 
convenience of construction planners, so it is necessary to react fast and 

to be prepared for considerable shifts in production and technology. Also, 
the majority of more complex construction projects do not follow the origial 
plans strictly. This has to do with changes in the working plans, [and with] 
progress in technology and organization which accompanies the long investment 
process. These chan es, often very serious, are usually unavoidable. 


This frequent variability of implementation processes in the building 
industry makes it impossible to use the mechanism of commands and incentives, 
as it is impossible to assign tasks in a reasonable way or to control their 
realization. 


One could enumerate many more barriers of this kind. Let us also point out 
problems which stem from the fact that construction sites are scattered al! 
over the territory and far from the enterprise's management. In large 
enterprises, predominant in Poland, which often run a hundred or more 
projects, the control apparatus is helpless and there might occur irregular- 
ities on construction sites. 


in the building industry, there is, then, no other solution but to replace 
the vertical control from the top down by the horizontal market control, 

irried out by other participants in the building process. What in the 
Present system is an extra, heavy hindrance, i.e., the complicated and 
multiple system of cooperation within the investment and construction 
process, becomes very helpful in the market model. 


Construction models which have appeared in Poland since 1945 differ also in 


terms of their approach to economic information. In the command model, 
administered by the state economic administration, information generated 
in production centers is aggregated and sent higher up. In the market model, 
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in this situation, coupled inevitably with a shortage of executors, investors 
of various levels try to gain access to the building industry, as this is 

the only guarantee that their projects will be realized. The ideal is to 

own |this access] as an element of the organization of your own units. The 
ancillary character of the building industry is brought to extremes: it 

loses its value as an autonomous, separate economic activity and becomes 
something like a mere instrument for carrying out tasks (as materials or 
labor). No wonder those who have building potential want to have the right 
to use it freely, and they will defend this right as hard as they can 

against attempts to make "their" units independent. This explains both the 
expansion of building activities outside the Ministry of Construction, 
strictly speaking, and strong tendencies to increase the centralization of 
decisions in the building industry. This is always coupled with building 
centers becoming incapacitated. The advocates of building enterprises’ 
independence face an exceptionally numerous, solidary and influent front 

of adversaries: it is practically the entire economic administration of 

all levels, down to directors of small enterprises, trying to start investment 
projects. The introduction of investment projects to be decided independently 
by enterprises may weaken this front. The independence of the building 
industry suits, then, those investors, as it restricts the extent of 
protectionism of the central authorities toward government investments. 


A radical and irrevocable interruption of the vertical chain of command is 
more difficult here than elsewhere, but at the same time it is absolutely 
necessary. 


Changes in the building industry as an absolutely indispensable element of 
the reform deserve a separate, larger study. It is necessary to point out 
here that not only were no preparations made to this end in recent years, 
but this problem has not even been researched more seriously. The plans 

of the construction authorities with regard to the scenario of this 
complicated situation are also unknown. The terms “restructuring” and 
"construction market" are used in newspapers in the same way that people 
used to talk about the price reform, i.e., as something important, 
determining the success of current reforms but put off to a distant, almost 
mythical future. 


In the captalistic economy, the building industry is the first to be 
affected by the coming recession. An increasing number of bankruptcies 
of construction companies is a warning sign for the whole economy. This 
is caused by the heavy market orientation of the building industry |and] 
its sensitivity to demand fluctuations. 


It turns out that this characteristic (market orientation) can be a source 
of unexpected reactions of this industry in the socialist economy, which 
does not have a construction market. [The building industry] is little 
influenced by decentralizing reforms: it is the last one to embark on the 
road of reforms and quick to leave it, as past experience has shown. So 
here, too, watching what happens in the building industry is useful as 

an “early warning signal." 
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This regularity does not hold true, I believe, in only one case: when the 
economic reform is market-oriented, and is introduced firmly and immediately 
into the whole economy. With such an assumption. the reform of the building 
industry should prove to be extremely easy and fast, helped by the same thing 
that used to be a hindrance: the market character of this activity. 

Partial market reforms have no chances of succeeding. 
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JPRS—EEI-85-§27 
6 March 1985 


POLAND 


NIECKARZ MEETING WITH PARIS CLUB REPORTED 





Warsaw RZECZPOSPOLITA in Polish 17 Jan 85 p 2 


[Article by C: “An Advantageous Agreement: Minister S. Nieckarz on Matters 
of Debt") 


[Text] [Information has come from Paris that on 14 and 15 
January, there was a meeting of the Polish government 
delegation with a group from the Paris Club, that is, with 
representatives of the governments of the 17 Western coun- 
tries with which our country has incurred debts. Finance 
Minister Stanislaw Nieckarz made a statement on this 
meeting on a television news broad- cast on 16 January. 


The agreement concerns payment of credits, granted earlier, which was sched- 
uled for 1982-1984. [t pertains to a sum of approximately $12 billion, in- 
cluding principal, interest, and interest on interest. This indebtedness 
will be discharged in the course of Ll years with a S-year suspension. Min- 
ister Nieckarz stated that the agreement is advantageous from two aspects. 
First, we are not at present able to pay off the credits in a shorter time, 
and, second, it gives our economy a “breathing space" to strengthen our eco- 
nomic potential and to increase the export capability of Poland in this way. 
Extending the credit repayment period does not mean in any way that the 
problem has disappeared. The longer we postpone repayment, the more the 
total will grow. 


The Paris agreement defines future contacts of Poland with creditor coun- 
tries. These can occur if our economy undertakes specified activities that 
have as their purpose increasing export capacity and if the governments of 
the creditor countries will cooperate in these activities to resolve our 
problems. We are concerned here primarily with credit assistance to finance 
activities aimed at increasing the economic potential of our country. This 
is in the interest of both sides; without such cooperation the implementation 
of the agreement will be more difficult. 
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JPRS-EEI-85-02 
6 March 1985 


ROMANTA 


PLANS TO INCREASE PETROLEUM, MINERAL, COAL RESOURCES 
Bucharest MAGAZIN in Romanian 15 Dec 84 p 3 


{Interview with Constantin Avramescu, deputy director in the Ministry of 
Geology, by Gh. Bratescu!] 


[Text] According to the provisions of the 13th Party Congress, future 
geologic research in our country will experience a new impetus, aimed at 
assuring a base of mineral raw materials consistent with the national 
socioeconomic development, all of it intended to achieve the conditions 
necessary to fulfill the Program for Building a Multilaterally Developed 
Socialist Society and Advancing Romania Toward Communism. 


In an interview with Constantin Avramescu, deputy director in the Ministry of 
Geology, we asked the following questions. 


[Question] What are the bases for this future development of Romanian 
geology? What quotas are expected by the end of the next 5-Year Plan? 


[Answer] The entire activity of workers in the geologic sector is stamped 
with the concepts of the secretary general of the party, Nicolae Ceausescu, 
who supports a revolutionary approach for increasing the raw materials basis 
SO as to achieve energy independence for our country. This concept has formed 
the foundation of our work methods and is included in the Program for Better 
Utilization and Larger Basis of Mineral and Primary Energy Raw Materials, 
approved by the National Conference of the RCP of December 1982, a program 
whose fulfillment is capable of raising the nation's economic and social 
activities to a higher level. With direct reference your magazine's 
questions, I want to point out that the state has allocated significant funds 
to organize geologic activities along new foundations, increase the number of 
specialized personnel, provide appropriate technical and material resources, 
and create industrial branches to produce machine-tools specifically for our 
work. The results of these efforts are materialized in the large number of 
discovered deposits, the widened basis of useful mineral substances which has 
allowed the rapid development of the extraction industry, the identification 
and utilization of new substances heretofore unknown in the Romanian soil, and 
lastly and equally as important, an improved knowledge of the country's 
geologic structure, which enables the continued intensification of research 
activities for disclosing new mineral wealth. 
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New Mining and OCil Producing Areas on the Country's Map 


[Question] Can you name some of the new mining and oil producing areas 
plotted on the country’s map in recent years as a result of geologic 
activities? 


[Answer] There are many such new zones, but I will dwell only on the most 
important ones. In the case of hydrocarbons for instance, new oil and gas 
regions (Cimpia Romana, Oltenia, anc Cimpia de Vest) have been identified and 
introduced into the economic circuit, as weli as accumulations located at 
Gepths of 4000-5000 m, thus establishing the presence of these substances on 
the Romanian continental plateau of the Black Sea. A significant basis of 
lignite reserves has been created in Oltenia, and new lignite-pearing fields 
have been identified in the south-eastern part of Transylvania (Sf. Gheorghe, 
Baraoclt., as well as pitcoal in the Valea Jiului basin (Livezeni, Barbateni). 
For ores, in addition to increasing the reserve potential by expanding known 
deposits, many new deposits were identified and placed in exploitation, among 
which are Gura Bali and Macirlau in the Baia Borsa basin, Fundul Moldovei, 
Lesu Ursului, and Fagul Cetatii in the Oriental Carpathians, Moldova Noua in 
the Meridional Carpathians, Baisoara in Muntii Apuseni, and so on. At the 
Same time, a number of new useful mineral substances have been identified, 
placed in exploitation, or in the process of being used, such as combustible 
shale in Banat, geothermal water in Cimpia de Vest, low-content copper ores in 
Muntii Apuseni and Banat, titanium and zirconium sands on the Black Sea 
litoral, sulfur in the Caliman Mountains, barite in Dobrogea and the Oriental 
Carpathians, and so on. 


[Question] What is the extent of growth of the national fund of exploitable 
reserves as a result of the measures taken in this direction? 


[Answer] In the case of coal, for instance, the fund of exploitable reserves 
is 20 times higher than in 1951. Compared to the same year, the reserves of 
non-ferrous ores are 82 times hicher, and this, I might add, under conditions 
of rapidly growing extraction activities. These results were made possible by 
an expanded volume of geologic projects, both in terms of broader prospecting 
in known structures and deposits, and especially of new zones. 


[Question] Why do you use 1951 as a basis of comparison? 


[Answer] Because that is the year in which the first centralized reserves 
census was established, based on rigorous and uniform calculations. 
Currently, Romanian geology, with its modern means of research and 
computation, is in a position to estimate both the volume of present reserves 
and the prospects for future periods, which are used to formulate economic 
development projects. 


Advanced Scientific Research 


[Question] Could you tell us about the projects intended to assure high 
Quality mineral reserves for extraction? 








\Answer}] Large funds have been allocated to implement the guidelines 
Mentioned in the Directives of the Party Congress. More than 70 percent of 
these funcs represent the value of the work which will be performed for 


Dr.mary energy substances. The proposed reserves will be increased by 
concentrating and intensifying the work in zones with the best prospects, 
seexing at the same time to assure usable reserves for the development of 
production in existing exploitations to a degree of knowledge consistent with 
the need for normal pursuit of the extraction process. The reserve growth is 


ma the next one. Figures for some of the basic substances intendec for 
utilization can serve as illustrations. In the case of oil for instance, the 
reserve growth will be twice as high as extraction during each of the two 
»-Ye Plans, 3.3 times and respectively, 1.3 times as high for coal, and 
1.6 times and 1.3 times as high for non-ferrous ores. 


[Question] These figures imply an impressive amount of work, and an 
Outstanding effort on the part of geologists throughout the country. What 
measures are being taken to successfully accomplish all the planned tasks? 


[Answer] Keeping in mind the large volume of mining and drilling work that 
Wii. have to be executed, measures have been taken to improve technologies, 
increase the mechanization of mining operations, raise the rate of advance, 

and so on. In addition to higher economic efficiency, all of these will help 
shorten the duration of research in objectives under exploitation. At the same 


time, the planning and execution of mining research will provide for a larger 
portion of this research to be used for furthering the exploitation process, a 
position which will implicitly shorten the time between the end of research 
and the becinning of extraction activities. 


tion] What does Romanian geology propose for increasing the knowledge of 
the country’s underlying soil, so as to develop the basis of mineral raw 
materials reserves for a longer term future? 


[Answer] For hydrocarbons, investigations will extend to formations located 
at depths between 4000 m and 10,000 m, as well as to those in the Black Sea 
continental plateau. These objectives wiil be researched with high resolution 
geologic and geophysical investigation methods anc with expanded automatic 
data processing, all of which will contribute to a higher degree of Success. 
For coal, vast research programs will be carried out with drilling in the 
Moesic Platform in the eastern part of the Getic Depression of Muntenia, 
introducing more geophysical research and seeking information about the 
hydrogeologic conditions of the respective deposits. For ores, complex 
geologic, geophysical, and geochemical prospecting will be extended to new 
areas in the Meridional and Oriental Carpathians, and in Muntii Apuseni, as 
well as in North Dobrogea; deep drilling has aiso been started at more than 


1000 m to learn about the possibility of identifying new useful accumulations 
of useful mineral substances. The plan is to amplify the execution of such 
Grilling to elucidate formation problems in other zones of the country, as 
well as to determine the depth of mineralized structures in known mining 
basins. research will also be intensified in useful mineral substances that 





are in short supply in the national economy, with priority being given to the 
establishment of efficient utilization technologies for low-content iron ores, 
where broad perspectives exist for defining large reserves; for known mineral 
areas of molybdenum and eventually tungsten; as well as for increasing the 


reserve basis of refractory clays and kaolin rocks. 
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PENDING LAWS, DISAGREEMENTS ON STABILIZATION PROGRAM 
Zagreb DANAS in Serbo-Croatian, 27 Nov 84 pp 7-19 
{Article by Ivo Jakovljevic: "Have We Come out of the Crisis?"] 


[Text] Four years after the economic decline began, both planners and poli- 
ticians told us this fall that we “have another difficult year to look for- 
ward to." The recovery is very uncertain. How much of the uncertainty 

is due to the dispute over the question of whether socialism can exist 
without the market mechanism? 


The story about socialism and the market will probably continue to be a hot 
potato of public disputes for the next 100 vears because of all its ramifica- 
tions, as is the case with the same or similar questions which tower over 
continents, persons, and relationships (forces), as was the case 40, 50, 70, 
or 100 years ago. In this context, even today, despite ali the differences, 
not to be ignored, we could find many similarities between the discussions 
about the conduct of our stabilization program and the public controversies 
that have been smoldering in Yugoslavia since the beginning of the 1950s 

or that flared up especially in the mid-1960s, as well as the related 
dilemmas at the outset of the new far-reaching economic reform in China, cr 
about the similar situation in Hungary trom 1968 onward, or even earlier in 
the USSR, where even today the controversy (far from the public eye) about 
"strengthening the autonomy of the Soviet enterprise" is not much tamer, etc. 


However, while at the moment the material strength and efficiency of the 
Yugoslav economy does not extend much above the level found in countries 
tormented by similar developmental dilemmas, today, as was the case 10, 20, 
or 35 years ago, we are considerably more advanced in scientific elabora- 
tion of this complex relationship of socialism and the market and in many 
years in the past have been considerably more advanced as regarGs5 ena te- 
sults in economic and material development of the country, and especially 

in the efficiency of the system, but above all as regards the quality of 
decision making by the workers about a number of vital questions relating to 
employment, the economy, and policy. 


Disregard of our experience or departures from the norm in practice, or 

again overcoming the ideologically superseded conception of the relation- 
ship of socialism to the marketplace, regardiess of which of the possible 
interpretations is now closer to the truth, has in the last few years led 
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the Yugoslav economy into a really deep crisis of developmeat. Thus, 
last 2 to 3 years, the period of Guest for long-term solutions to the probles 
of emerging from this crisis, and especially today, whea these solutions have 


been presented in public and when virtually our entire delegate svster | 
been committed to applying these solutions, the economic and material as: t 


of social development in Yugoslavia have become the chief media of ideoleo., 

It appears, despite the fact that currently there is hardly anv detail, eve 

a technical one, of the economic system or of economic policy that is not 
immediately associated by us with extreme dilemmas or that does not at th 
same time open up a broad field for reexamination of a number of the fundame: 
assumptions of our social system, not so much as a condition but as 4 movemer 


(fortunately, in the direction of an undisputed goal). 


Something of all that has occurred in various places in recent davs i: 
Yugoslavia could be placed in the context of the evaluations involved, 
whether it is a question of the meetings of the council in the Assenb] 
the SFRJ [Yugoslavia] or the sessions of the ideological commissions, or 
the groups in the presidiums of the League of Communists of the republic: 
and provinces, or again the regular professional gatherings such as th: 
conference of economists in Opatija. The economy has become the core ot 
ideology. 


Only the planners and analysts of so-called current trends still speak to 
us about facts as facts. 


For example, we have heard from the general director of the Federal Bureau 
of Social Planning, Milos Sindic, that to all appearances the Yugoslav c.o- 
nomy is emerging from the state of crisis in which it found itsel! tor 


several years, that in 1984 we have moved beyond the zero point of thy 
crisis, and that the first signs of revival of production and stabilization 
of relationships with foreign countries are to a great extent restoring tl 
long cherished hope of a more lasting recovery. According to Sindic’ 
figures, in 1984 industrial production in the country as a whole wil! 
increase more than 5 percent, foreign exchange in excess of the antici- 
pated one-half billion dollar surplus could be found for the trade balan 
of payments, and even inflation might be 2 or 3 percentage points lower 
than last year. Consequently, out of the 10 main indicators for 1934, a 
many as 8 mav be realized. This is an exception to the inflexible rule 
many years’ standing that planning documents find no confirmation whitever 
in the economic life of the country. But the 1984 resolution slinped up on 
inflation and declined in real individual incomes. 

The new and “less difficult" year of 1985 is conceived of as a period ot 
execution of the first phase of the stabilization program, completely in 
without delay, even though this entire question is still steeped in ilmost 
unreconcilable differences of approach. From the first days of January the 
changes agreed upon in income accounting are to be carried out and th 

new law on social control of prices is to enter into effect, as is als 

the decision to cover exchange rate differences. By the beginnin 


January the Assembly of the SFRJ should approve the changes in the |i 
joint investments by Yugoslav and foreign partners, and should also lak 
action on the changes in the income distribution system and on further re- 














liet and financial consolidation of the economy and banks. Radical chanzes 
should also be made in the taxation system, and a critical re-evaluation 
should also be made of all investment projects in progress. By the end o! 
March the federal government must make proposals regarding the remaining 
changes in the economic system: amendment of the social planning law, 
changes in the bank law, and lastly a new foreign exchange law. This trio 
should start up economic life in Yugoslavia by the beginning of January 
1986, and together with it a new five-year plan for development of the 
country, which is otherwise considered to be a detailed elaboration of th: 
second phase of the stabilization program. In addition to all this, new 
negotiations are in progress with the International Monetary Fund mission 
in Belgrade concerning an agreement covering several years for refinancing 
Yugoslav debts to Western banks. When we add to all these changes the re- 
examination, also in progress, of individual solutions in the political! 
system of the country, it becomes clear why even a minute new technica! 
solution in any economic instrument immediately opens up in our heated dis- 
cussions questions, economic and political, about the system, and al! this 
along with many and everywhere different interpretations of the historical! 
and strategically important relationship of socialism and the market in 
Yugoslavia and in the countries around us. 


From Milos Sindic, for example, we have received information on the back- 
ground of the dispute about modification of the foreign exchange system. 
Sindic has told us that some people consider a foreign exchange market to 
be impossible until convertibility of the dinar has been established, while 
we on the Federal Executive Council do not agree with this. Others are 
against long-term solutions in the foreign exchange system unti! our 
balance of payment problems have been resolved. Nor can we on the Federal 
Executive Council agree with this position. We are now at work to arrive 
at practical solutions. 


Last week there was talk about these disputed points of foreign exchange 
modification among other things at meetings of the Presidium of the Central 
Committee of the League of Communists of Serbia, and also at a session of 
the committee of the Council of the Republics for foreign economix 
relations. At both meetings, which were held on consecutive days, attention 
was drawn to the declaration by Dr Boris Jovic, who stated at the first 
meeting that "we would have to speed things up in this matter. Lf the 
Federal Executive Council is unable to propose a new law by the end of 
March, we will have to have it withdrawn. Let others assume the responsi-~ 
bility, if they deem it appropriate. Nor can we agree that this law must 
be proposed by the end of March so as to be enacted by the end of June and 
be applied as of the beginning of 1986. If it can be enacted by the end of 
June, let it be applied as of the first of July, that is, immediately." 
Boris Jovic then stated the following on the same subject in the Assembly 
of the SFRJ: “We recommend that at each meeting of our committee the 
Federal Executive Committee inform us how far it has proceeded with the 
amendments to the foreign exchange law and what problems it is encounter- 
ing in the process." Ivo Vrandecic, delegate from Croatia, then responded 
to all this, and especially or allegedly to the quarrelsome tone. He im- 
mediately and categorically disassociated himself from the quarre!] some 
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tone. However, it did not become clear what other tone he had in mind. 
The chairman of the Federal Executive Council nevertheless agreed that the 
government will periodically inform the committee of the status of prepa- 
rations for amendment of the foreign exchange law. 


The positions of Dr Stipa Suvar stated 10 days ago at a conference of party 
activists on the Central Committee of the League of Communists of Croatia 
did not pass unnoticed among the public at large. Among other things, Dr 
Suvar spoke about his views of the content and scope of the stabilization 
program, and later offered further explanations in a television inter- 
view. Finding certain differences, at least in the nuances between their 
own interpretations of the stabilization program and what Suvar had 

said about it, and without avoiding the contents of the letter recently 
addressed by the Presidium of the SFRJ to the Assembly of the SFRJ, indi- 
vidual economists several days ago at the conference in Opatija loosed 
sharply critical arrows at the so-called contractual or inflationary eco- 
nomy. Thus, Dr Dragoljub Stojanov stated that he cannot let pass some of 
suvar s thesesto the effect that virtually our entire economic science 
merely copies conservative authors in the West, and consequently does not 
see that the stabilization program is above all a group of firefighting 
measures rather than a strategic document. If we do not want an anti-in- 
flation policy, do we want a pro-inflation policy, or some third one, if 
such exists? If we do not want a stabilization program, where is there a 
possible better alternative to it? Let the opponents of the stabilization 
program write a new economic theory of their own, and we economists will 
take great pleasure in studying it, Stojanov said, with no irony. Miljko 
Trifunovic adopted a similar tone, holding that many critics of the stabili- 
zation program have no knowledge whatever of the labor theory of value, which 
they frequently cite, and for this reason any serious polemic with them is 
pointless. 


One of the authors of the popular BLACK BOOK of the Economic Institute in 
Zagreb, which is regularly prepared for the Opatija conference of econo- 
mists, Dr Marijan Korosic, says this in his introductory analysis: "Our 
current toreign exchange system is the result of an ideological assumption. 
It has been assumed that a more prominent role of direct producers in the 
financial sphere conflicts with the existence of independent and respons- 
ible tinancial institutions. The accountability of the banks in Yugo- 
slavia has thus been greatly reduced, but in the process the unified monetary 
system in the country and the unified valorization system disintegrated. 
Now every bank, even the smallest one, has become a monetary authority 

of the local organs. The results everywhere are contrary to intentions 

in this case as well. 


"Hence the ultimate aim of fundamental modification of the foreign exchange 
system must be convertibility of the dinar, and the immediate goal must be 
energetic organization of a foreign exchange market which will establish a 
stable rate for the greatest number of exchange transactions and thus abolish 
the dual currency system in Yugoalavia.” 











--* 





» simultaneously with the meetings of the groups referred to, 

} Saraievo, where the commission of the Assembly of the SFRJ 

of the socialist republics of Bosnia and Herzegovina for 
‘lementation of the Associated Labor Law convened. The 

turallv concentrated on the Associated Labor Law, concerning the 
shich and the qualities even of its implementation conflicting 

were again made. Hence it might be stated as a moderate, compro- 

ition that it is necessary to constant!y re-examine even this 


regulation of our economic system, not transforming it into 


le tf also not questioning its essential provisions. 


has thus far asked associated labor itself about all these 
cr development mechanisms, or has checked individual ideological 
» or even many excessively ideologized facts against actual condi- 
yractice, as if it were a question of a policy above and beyond 
ilitv, or as if such an impression were merely the result of the 
‘f constant substitution of subjects in all our public disputes. 
this question, a person in the economy, Bosko Dimitrijovic 
Commerce of Yugoslavia), made several assertions at the Opatija 
ret t economists which are clearly understandabie .~-erywhere. For 
» be stated that it is precisely the associated labor system which 
to have all the operating conditions for next year known by the end 


i car, that the assessments of the economy indicating the irratio- 


tur ' the current foreign exchange law are clear everywhere, that 
should be exempt from taxation, in fact as well as in words, 
cnomy is not against real interest, but that it is against the 
itive environment in which it is applied, that the dinar must 
'. means of payment in the country, and that consequently a vague 
mains of the recent statement by representatives of the Fed- 
utive Council to the effect that we have even now a foreign ex- 
rket in harmony with the stabilization program. 


though, there is no question that the Yugoslav economy is in 

' recovery, but also that implementation and elaboration of 
of the stabilization program are being delayed by conceptual 
| differences. For the time being the greatest contribuiion 
evelopments has been made by government intervention and 
tion in associated labor, but, even if someone still thinks 


. this is not a permanent solution, nor will it lead to highest 
fficieney, and in particular will not lead to the most important 
; a omprehensiable as possible further development of self-manage- 


lavia is a small country and is part of Europe. We can 
ermanently from the economic and social difficulties only if two 
lements are present, dialectical linking of socialism (self- 
ind the market. Only in this context are rational, efficient 
integration on a unified Yugoslav market possible, forms which 
r material response to the challenges of a world already poli- 
larized to the utmost. 
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DURICI DISCUSSES ROLE, "ROBLEMS OF SOCIAL ACCOUNTING SERVICE 


Belgrade BORBA in Serbo-Croatian 22-23 Dec 54 p 3 


|Iinterview with Demsit Durici, general director, Social Accounting Service, 
by Slobodan Stanic]} 


[Text] A self-management official who is insufficiently informed 
about the courses of social production becomes an easy 

captive of bureaucracy, an object of manipulation, a 
“self-management voting machine”. 


[Question] The summary of the Social Accounting Office (SAO) tells us what 
is being concealed. Many, however, have not perceived all the secrets of its 
“craft". What does the Social Accounting Office do, besides, in the simplest 
terms, protecting public or social property? This issue inspired the first 
question we directed to Demsit Durici, general director of SAO: Some people 
are disturbed by the latest statement made in the name of the SAO, which 
sounds rather like strict administration. What in fact does the SAO do? 


[Answer] At the end of 1983, the law on the SAO was passed which clearly 
and precisely defined its responsibilities, rights, role and significance. 
It is a self-sufficient and independent organization, a joint associated 
labor service which sees to documentation, supervision, and economic and 
financial revisions of the disposition and vtilization of social resources, 
as well as monetary transactions within the country. 


An Easy Prey 


[Question] You said that it is the obligation of the SAO to monitor and 
supervise the flow of social production. Major disruptions have emerged 
in that sector. What has the SAO‘s role been in them? 


[Answer] I would not agree that the SAO bears responsibility for the 
disruptions that have taken place in the financial aspects of social 
production. The causes of those disruptions are more complex and far deeper 
and more burdensome than the potential and competencies of the SAO. 


The question arises, however, as to whether the SAO can do more to prevent 
the bottleneck in development and the proper functioning of celf-management 
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ips trom becoming worse. i1 am certain that it can. In the economy, 
i be tar fewer failures and problems, and when we speak of economic 
» ‘ewer misdirected investments, and the developmental policies of basic 
st ie t associated labor would be better, if self-management 
hips were to function more effectively. The insufficiently 


informed 
ement olficial becomes casy prey of the bureaucratic, 


technocratic 
» an object of manipulation, and a “seli-management™ voting machine 
oe he “seli-management™ seal on acts and decisions prepared in 


The SAO role in implementing the Long-Term Economic Stabilization 


en enormous. In your opinion, now much has the SAO contributed 
p mentat ion? 


[he role and significance of SAO in the society, followed by its 
specialized and leadership potential, the tasks and assignments 
responsibilities on the one hand and the complex situation in 
a society tind ourselves on the other, are ways in which we exert 
the utmost to carry out the Loag-Term Economic Stabilization 
“In house”, from the very beginning we disposed of the notion that 
was fine in our organization, that the tasks assigned by the 
thing to do with us, that we were there to carry out regulations. 
ne that, the working people and communists of the SAO would 
the background of the struggle tor stabilization. They would 
, bservers, evaluators and critics of other groups. 


~ 
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approval of the Long-Term Economic Stabilization Program and 
© purging of the perceptions described above, the SAO had prepared 
tional plan of tasks with concrete time periods and personnel 
We put a number of regulations, directions and other legal! 
order and permeated them with the spirit of the Program. For 
. the SAO has been involved very actively in preparing new regulations 
Letvention, cooperating with the responsible agencies to ready measures 
consolidation of the economy.... A few days ago, while analyzing 
rt | implementation of tasks duiing the preceding months of the year, 
ermined that despite a number of extraordinary obligations, which life 
ed on us, we have completed 97 percent of our planned objectives. 
thet there are few organizations that could claim this high a 
{ completion oi plan objectives. In all of these tasks, our 
humb has been to make the maximum contribution to further development 
agement relationships in the society and to create the prerequisites 
rkeis take complete control of production ia the public sector and 
me they create. In a word, the SAO must become a service ol 
‘abor in order in a timely, clear and meaningful fashion to include 
tf possible number of workers, delegates and delegations in the 
conceptualizing and planning current and developmental policies, 
upervising their implementation. 
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retirement age. ro example, about , 800 Dec rk jin basi bun 

of the SAO, but the evaluati ) tinal ua statements id iatermed : 
balance sheets Ts > 2! 
preparation, eve t uvN Wwe ire rela well eq ped, w ist ccelera 
our work on computerizing operations qd using te » reduce the nee 
for cre iting more posit iS. 

[Questions] How does the SAO help workers to become re decisionmakers 
concerning overal! income quest i: id ue protectors social property 
{Answer} The Social Accounting O € n contribute s icantly to the 
development of workers true deci maker nd protectors of cial 
property by conscientious perromaance I ts operation ind as 7Iments. 

We must be aware that the disruptions are quite deep, so that we must work 
in a synchronized way, with organizati and j operation with all social 
agencies, self-management and politix fencies and organizations beginni 
with associated !*bor organizations donup. Only in that manner can we 
assure the beginning of changes in the status that will increase the worker: : 
confidence in the self-management system, the state and its institutions. 

We will enable workers in the coming period to bi urately, honestly and 
completely informed about the situation in their organization. That should 
be their main weapon with which to win the battle and take charge of the 
overall income that thev create, to become the true protector if social 
property. That does not mean that tne SAO will blunt the struggle against 
all forms of crime and corruption. To the contrary. However, in that 
struggle we have an invincible ally, the worl lass. 

(Question) The workers are pvoorls Meormed avout SAO tindings, and often 
the iniormation they rece ‘ec 1 Writtle in Comp! ehen ble ind hea 
language. 

[Answer! We are an institutio: jat or inated, developed and achieved its 
stature together with the overall development ur system and society. 

It is correct that we have not take ufficient ount to see that the 
information and materials we provided € acces ible and understandable 

to the working class. That in th ery beginni reduced the capability 

of self-management werker- for taki mpelent d qualified part in the 
debate about essential questions tor ¢ r life l labor. We are doing 
everything possible to change that sty! ol operation, Cc have ilready begun 
to take off the fan lothes, but there j till much more of that to be done. 
[Quest ion] Is the SAO subject to th lu various interests, powerful 
individuals or organizat ic 

[Answer] We are protected trom any so! pre re by the ist itutional 
decisions reflected in regulation ind the law. SAO workers must be 
independent and must conscientiou sly pertorm their operations and assignments. 
I have only been at the head of the SAO fo: bout a year, Lod mot know 
what sores of pre - we b ue on ie 
support or soc LOpo it] if or mizations ind cncié¢ . 11M that we must 1K 
use of that support. 














[Question] Finally, it is often said that the SAO is an economic militia. 
How accurate is that? 


[Answer] We have attached this epithet to ourselves more than others have 
given us the label. In our future work we must avoid all behavior that would 
identify us with that epithet. The only people who envy our position and 
pursue us are those who lack the ability and strength to carry out their 

own work. I am convinced that the process of understanding and accepting 

the SAO as a service of associated labor has turned the corner, and soon 

it will receive new impetus that will help to free us of that epithet. 
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FEDERALISM, CONSTITUTION DISCUSSED AT KRAGUJEVAC MEETING 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 29 Nov 84 pp 13-14 


[Text] “The Socio-Political Community in the Socio-Political Svstem of 
Yugoslavia-Constitutional Concept and Practice" was the theme of a two-day 
scientific meeting held last week in Kragujevac under the auspices of the 
Marxist Center of Svetozar Markovic University. One of the basic premises 
(advanced by Dr Mijat Sukovic) was that "...the socio-political community 

is not in accord with the ten groups of Constitutional provisions," and this 
directly reflects on the relations among the socio-political communities, 

on the functioning of self-management and of the economy. 


"First, we are concerned with the group of constitutional provisions 
regarding the status of the autonomous provinces in the Federation and in 

the Socialist Republic of Serbia; second, we have the group of constitutional 
provisions on the character and manner of electing delegates to the Federal 
Chamber and also on the character of the Assembly as a whole: third, there 

is the group of constitutional provisions regarding socio-political chambers; 
fourth, provisions regarding the delegation (on this point a specific 
proposal was made to abolish the delegation and to have its functions 
transferred to the workers’ council); fifth, the group of constitutional 
provisions on elections; sixth, the group of constitutional provisions 
relating to the character and functions of the Federation; seventh, the 
provisions on decision-making in the political system; eighth, the group 

of provisions on the assemblies of socio-political communities as a whole, 
independently of the Federal Assembly; ninth, the segment of constitutional 
provisions regarding administration, particularly federal; tenth, the 

segment of constitutional provisions on the status of socio-political 
communities as a whole." After enumerating all of the above, Sukovic added: 
"This collection of assessments and proposals regarding constitutional 

law points to the need for very broad-ranging constitutional revisions." 
According to Sukovic, however, "a problem of even greater severity is that 
science legitimizes the view that the current adverse situation has been 
essentially and almost exclusively determined by constitutional definitions, 
and this means that constitutional legitimacy is being given to types of 
political behavior which, I firmly believe, are caused far more by the present 
situation than by the articles of the Constitution." 

















In addition to clearly articulated support of the need for constitutional 
changes, on the one hand, and the need to first of all do away with political 
interpretations of constitutional text (as each does according to his own 
requirements), on the other hand, there were other opinions expressed at this 
scientific meeting which insisted on retaining the existing constitutional 
provisions while simultaneously strengthening communality. 


"Two-Tiered Federalism"--Prominent in the majority of statements on the 
relations between the Federation and the republics and autonomous provinces 
was the opinion that the present situation contains ingredients of 
confederalism, this being the result of present constitutional provisions 

and reflected in the autarky “of the national economies," in the ever-increas- 
ing expression of republican and provincial statism--which leads to the 
further weakening of socio-political, economic and cultural links throughout 
the country. 


Special attention was directed to issues concerning the relations between 
"Serbia proper" and the autonomous provinces, on the one hand, and between 
the provinces and the Federation on the other. In a number of statements, 
this relationship was designated as “two-tiered federalism" because the 
provinces are constituent elements of both the Federation and the Socialist 
Republic of Serbia. "This dualism in the status and relations of the 
autonomous provinces is not elaborated and pinpointed in the Constitution,” 
said Academician Jovan Djordjevic, “either in the Constitution of Yugoslavia 
or in the Constitution of the Socialist Republic of Serbia. This leads to 
a certain malfunctioning in the socio-political system of the Republic and 
a complicated view of the federal units. 


Academician Radomir Lukic considers this is*ue in a somewhat more concrete 
way. In explaining his conviction that "the territory proper” [Serbia 
proper] is in a worse situation than the provinces, he says, among other 
things: "This is reflected in the fact that the supreme organs of the 
Socialist Republic of Serbia, the Assembly and the Executive Council, are 
composed also of representatives of the provinces, while this territory 
[Serbia proper] has no [such] authority over the provinces." Lukic went on 
to say that "the territory proper," although an integral part of the 
Socialist Republic of Serbia, does not have its own representative organs 

in the Federation but rather borrows them from the Socialist Republic of 
Serbia, “and these organs are not composed solely of representatives of 

only this territory but also of representatives of these provinces, and 

this means that the provinces participate in the representation of this 
territory. Therefore, not even the wishes of this territory [Serbia proper] 
are being fully expressed." Lukic said that the provinces are being doubly 
represented in the Federation, first as constituent units of Yugoslavia, and 
second, via the Socialist Republic of Serbia whose presidium includes 
provincial delegates. It is obvious, said Lukic, that this status of Serbia 
proper, in his opinion, is untenable. 


Some participants raised objections to such views and initiatives. For 
example, Professor Dr Esad Stavileci asserted "that we are confronted with 
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manifestations, as may be seen by certain accents struck at this meeting, 
aimed toward seeking arguments to justify demands to change the system, but 
not toward seeking ways and means to consistently implement systemic laws 
in everyday practice." In this connection, he said “the position" of the 
socialist autonomous provinces in the Federation suggests that they should 
also have a strong and independent position in the republic. Stavileci 
concluded: "The initiative for a meaningful and comprehensive consideration 
of the constitutional establishment of the Socialist Republic of Serbia 

not serve to limit the rights of the provinces from the standpoint of the 
statehood of the Socialist Republic of Serbia." 


The presence of elements of confederalism in the functioning of the political 
system of the country, accompanied by strong tendencies to further alienate 
the republics and the provinces, seen in explicit forms of economic crisis 
and the need to rapidly and effectively overcome them, led the majority of 
scholars at this meeting to conclude that changes in the Constitution are 
necessary. In contrast to these opinions, however, others did say that pleas 
for change “would take us backwards." Finally, we note the following view 

of Dr Mijat Sukovid: "The Yugoslav society has arrived at a point, and I 
dare to say this, where a principle that has been rejected by every civilized 
society is being applied in practice; and this principle is approximately 
this: a body putting a law or regulation into force, or the law as a whole, 
is obliged to judge according to the law, but it does not have the right 

and authority to judge the law. We find ourselves in a situation tod“, 
where almost every state body, every organization in the commune and in 

the republic, is judging the law, deciding whether or not it will be 

applied even though it is obligated to implement it. This is a political 
problem that eenerates political deformations of the system. I see the 
problem in political orientations whose interpretations of the Constitution 
have greater power than the actual contents of the Constitution; Interpreta- 
tions of the Constitution, especially collective ones, emanating from 
federal and other laws are not the result only of the contents of 
constitutional laws, they are not the result only of knowledge, but rather 
they are mainly the consequence of political interpretations. In a society 
where political interpretations of the Constitution can have greater legal 
force, not to mention political force, then the contents of the Constitution, 
it is not possible to improve conditions by making changes even in the 
Constitution itself." 
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JPRS-EEI-85-027 
6 March 1985 


YUGOSLAVIA 


NEED FOR CHANGES IN BANKING SYSTEM 
Belgrade KOMUNIST in Serbo-Croatian 1 Jan 85 p 5 


[Article by G. Buncic] 
\Text| The merging of the banks only completes the 
technical part of the task of changing the banking 
System. The essential part will be demonstrated by 
true or declarative adherence to the Long-Term 
Economic Stabilization Program. 


For the Yugoslav economy, 163 basic and 8 union banks are truly too many. Their 
confinement within local boundaries prevents free circulation of money, and makes 
possible irrational spending for local investments, which can only satisfy certain 
local criteria. 


Association of the Yugoslav banks can only be attained by raising requirements 

for their establishment. For that purpose, it has been suggested that designat- 
ed banks first secure at least 5 billion dinars as initial capital. At meetings 
of the Yugoslav Bank Association, many arguments "pro" and "contra" have been 
advanced regarding this proposal. The representatives of larger banks generally 
have been in favor of the stricter criteria, which would suit them well. 
Representatives of smaller banks, however, have been opposed. They believe that 
the most objective criteria would be to determine whether a given bank was operat- 
ing efficiently. They warned that we should not forget that it is precisely the 
major banks, the Zagreb Bank, Kosovo Bank and Commercial Bank (of Skopje) that are 
heavily in debt. Nonetheless, the prevailing opinion was that the monetary basis 
for establishing banks should be increased, with the exact level being tied to 
the rate of inflation. The consequence was that fully half of the 163 basic 
banks will have to be closed or united with stronger tinancial partners. For 
many, however, the stone fell from their breast when at last something was being 
changed in the banking system, which has been criticized for years: opstina 
barriers will be removed, and money will circulate among banks more easily, 

so that they will enjoy more liquidity. 


Consolidation of the banks, however, finishes only the technical part of changing 
the banking system. The essential part, greater circulation of money and 
conversion of the banks into actual financial associations of associated labor, 
still remains to be accomplished. If that task is left half done, the conse- 
quences could be grave. 
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Already, now in some republics, only one or two basic banks function on the 
territory of another republic or province. In addition, the liquidity of 
banks is very unequal from one territory to the next, while the creators of 
monetary and credit policy are unable to give objective assessment of the 
level of liquidity needed in the country in order for the banks, and through 
them the economy, to have sufficient money at all times. 


The picture of the economic and political consequences of such situations 

would not be complete if we did not raise the question of the influence of 
associated labor on decisions made in the banks. Because of the ever-decreasing 
share of the economy in overall bank capital, the influence of factors outside 
the economy is growing in the disposition of bank capital. For example, formal 
self-management agreements on financing various projects are becoming increasing- 
ly common. 


Mechanically regarded, fortification of the banking system, or strengthening, 
while territorial boundaries are maintained, leads from one extreme to the 
other. If bank transformation is carried out within territorial boundaries, 
that will not be a step forward, but a return to the situation of many years 
ago, to the forms of state capitalism, which in the past we characterized as a 
drastic alienation of accumulated capital from those who earned it. In combina- 
tion with limits on the banks that call for economic ties only with enterprises 
in their regions, which in good measure will result from current solutions in 
the political system, all of these measures lead to the creation of a joint, but 
not unified, Yugoslav market. 


This is a factor which weakens even more the material strength of the economy, 
because of deformations in primary distribution, and thereby its influence 

on decisions about accumulation, always justifying them on the basis of monetary 
difficulties. It is an alibi for those who doubt that the leaders of socialist 
self-management are capable, in the presence of socioeconomic difficulties, to 
solve problems of development. The impression emerges that someone else, instead 
of self-management leaders, should solve them, 


Who and in what way should replace associated labor? Etatism, but on a higher 
level: at the regional, provincial, republic or federal level. Materially 
strengthened by such a regional concentration of capital in the banks, it would 
acquire greater political might for various compromises, naturally again under 
the mantle of protecting the interests of "its own" economy or "its own" working 
class. In reality, "that" economy and "that" working class would be increasing- 
ly distant from the results of their Labor. 


The changes in the banking system anticipated by the Long-Term Economic Stabili- 
zation Program did not presume anything like that. Since the Law on the 

Monetary, Banking and Credit System will only be discussed next vear, the task 

of bank reform will not even be completed in 1985. We must realistically take 
account of the fact that the mterial position of the economy will not improve 
significantly in the next year, and thus neither will its influence on decision- 
making in the banks increase. Judging from the polemics about changes in the 
political system, that task will not be completed in a short time either, although 
some solutions in the political system have contributed to territorial particu- 


larity. All of these factors arose fears that the bank reforms will be Left hal! 
finished, so that neither the banks nor the economy will gain anything, while those 
who seek to hamper the Long-Term Economic Stabilization Program will appavently 

get what they need. 
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JPRS-EEI-85-02 
6 March 1985 


YUGOSLAVIA 


DATA ON LARGEST EXPORTERS, IMPORTERS 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 3 Jan 85 p 3 
[Article by Milorad Urosevic ] 


[Text] Supplies of the necessary amounts of crude oil and 
gas account for one quarter of total imports. As a result, 
exports for the first 10 months of 1984 surpassed imports 
of the rest of the economy by 11 percent. 


A summary of last year's results for the Yugoslav economy, which certainly is 
among the important elements of economic stabilization, offers an opportunity 

to point out details that are spoken little about, and therefore receive little 
consideration. It offers a chance to point out the most important parties of 
more rapid and greater inclusion in international division of labor, which 

under worsened economic and other conditions throughout the world is by no means 
either easy or simple, so that along with material support, moral support is 
also extremely important. It is also an opportunity to report the results of 
those other factors which objectively block the realization of the established 
desired goals. 


In all of this we have in mind a mre studious view of the entire process by 
an essential, comprehensive analysis, which a newspaper article cannot achieve, 
and therefore makes no pretensions to do. Rather we will point out the need 
for the most rapid composition of suitable guidelines, which economic figures 
rightfully expect. 


Qualified Record-Setters 


This sub-head, common in sports columns, seemed to be appropriate in this 
situation, and it will be confirmed by data of the Federal Statistical Office 
at the end of December on the results of foreign trade exchange of the Yugoslav 
economy for the period January-October 1984, according to economic branches 

as classified by Yugoslav experts. 
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DLSET NAJVECHLIZVOZNIKA U 5 
labela 1. 

R)s milionimea Cc) utetie 
brivecd na gran dinarz | u 
p5FRJ —ukupno 1,005.887 100,00 
1. Elektritne matgine i aparati (3) 96.373 958 
2. MaSinogradnja (2) $2.129 816 
3. Saobracajna sredstva (5) 63.567 6,34 
4. Metaloprezadivatka delatnost (9) 63.672 6,32 
$. Gotovi tekstilni proizvedi ( — ) 62.460 6.18 
§. Kona obu‘a i guanterija ( ~ ) 62.199 6.18 
| 7. Proizvodnj hemijskih proizvoda (1) 60.072 5.97 
| 8. Prehramabenj proizvodi (7) $3.592 $,33 
9. Brodogradz ja ( -) 48.366 4.86 
10. Prerada hemijskih proizvoda (6) 46.602 4,63 
_ £)Ukupno svih deset grana 639.832 6355 
Uz nazive privecdnih grana nalaze seu zagradama redni bro; koji oznadavaju njihove 
inh jevi koy orracavaju njihovo 
Mesto na listi najvecih evoznika, a tri grane sa oznakom ( — | ne nalaze se pn toj listi, 

niti njihov uvoz vopste predstavija neku znaéajniju stavku. 








The Ten Largest Exporters (7) 


Key: Table 1 


A. YTconomic Braach 6. Leather goods and 
B. In million dinars haberdashery (-) 
C. Share in percentage 7. Production of chemical goods(1) 
D. Yugoslavia as a whole 8. Processed food products (7) 
1. Electric machinery and appliances(}) 9. Shipbuilding (-) 
2. Machinebuilding (2) 10. Processing of chemical 
3. Means of transportation (5) products (6) 


4. Metal processing industries (%) 
5. Ready-to-wear textile products (-) 
E. Total of the Ten Branches 


The number in parentheses following each heading is a ranking among the highest 
importers, while the three branches indicated (-) are not on that list, nor 
does their import total represent a significant amount. 


Regarded in isolation in the table, we see the ten most important gross value 
importers, among whom only three actually belong on such a list objectively 

when we consider their net contribution in exports over imports. The other 
seven are at the same time large importers, so that they tall among the so- 
called "qualified record-setters," which is even more pronounced when investments 
in these branches are taken into consideration. 








In total value of investments for new capital construction from foundations 
to completion, the largest share in the social sector went to the chemical 
production branch with 5.57 percent, followed by processed food production 
with 3.65 percent, then metal processing activities with 2.31 percent, while 
all other branches, including the large importers, fell between 1 and 2 percent. 
The smallest share of capital investments of the 10 branches considered went 
to producers of ready-to-wear textile products, with 0.53 percent, shipbuilding 
with 0.19 percent, and production of shoes and haberdashery with 0.15 percent. 


























| DES -T NAJVECIH UVCZNIKA 
Tabela 2. 
A) Privredna grana — B) & milionima C) Uésedte 
1 _ Cinara u% 
DISFRJ -ukupno 1,199.4$2 100,00 
1. Proizvodnjs afte | gasa 295.750 24,66 
Il. Ostala privreda | 904.702 73,34 | 
1 Preitotn : 
, ja proizvods (7) 154.354 17,06 | 
2. ee (2 125.111 13,82 
| 3. Elektsi¢ne :naSine | aparatl (1) 65.951 7.29 
| 4. Cona metalurgija (.... 62.987 6,96 
| 5. Savitatajns sedstva (3)  $9.784 661 
6. Prerada hemijskih proizvoda (10) . $3.465$ $,91 
7. Prehrambeni proaizvodi (8) 43.258 4,78 
8. Proizvodnja ta nafte (...) 34.515 3,82 
9. Metalopreradivatka delatnost (4) 33.996 3.76 
10. Proizvodnj: ugija ( — ) 25.009 2,76 
E) a rvih 10 grana 658.4350 72,78 
QP) ale gane 246.272 27,22 
Privredna grana sa ornakom | - jimatla je neznaten uvoz, a granc sa ornakama U....) nity 
medu deset nujvetih izvarnihe, ali tu dotrim delom sveje proizsvoce prodevele preko 











The Ten Largest Importers 


Key: Table 2 
A. Economic Branch 
B. Million dinars 
C. Percentage share 
D. Yugoslavia - Total 


l. Production of oil and gas ll. Remaining Economic Branches 

Of those: 

1. Chemical products (7) 6. Processing of chemical products (10) 

2. Machinebuilding (2) 7. Processed food products (8) 

3. Electrical machines and 8. Petroleum derivative products (...) 
appliances (1) 9. Metal processing activities (4) 

4, Ferrous metallurgy (...) 10. Goal production (-) 


5. Means of transportation (3) 
E. Total for Ten Branches 


[Key continues on following page] 
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[Key continues } 
F. Other Branches 


Economic branches marked (-) had insignificant amounts of imports, while those 
marked with (...) were not among the ten largest exporters, yet sold their 
products largely abroad. 


Profitable Imports 


There are stili numerous indications that it pays off better to import than 
to sell one’s products abroad. 


In Table 2 imports of oil and gas are shown separately for the simple reason 
that it makes it possible to see the degree to which that branch of the economy 
burdens the balance of trade, a special topic of its own. When we look at what 
the other branches of the economy have done, we see that imports amounted to 
904.7 billion dinars, while exports totaled 1,006 billion or 11 percent mre. 


Even though dreams of such things cannot help, .t is still worth projecting 

how much easier all the current difficulties would be to overcome if mst 

of the economy looked upon exports as do the textile and leather workers, 
furniture makers, and producers of beverages and certain other, generally labor- 
intensive activities. In contrast to them we have, as seen in Table 2, those 
with billions in invested social capital, including chemical industries, machine- 
building, and the automobile industry, not to mention the oil processors who 
together with related industries account for nearly WW percent of total imports, 
as calculated by the unified methodology which considers oil and gas to be a 
separate branch of the economy. 


It is understandable that in these “balances"™ there is quite a bit of inflation, 
since according to existing, economically illogical regulations, some export 

a product and earn “points” by doing so, gaining incentives and freeing them- 
selves of existing obligations, while others import the same product, from which 
only foreign merchants gain any benefit. Thus it happens that Table < has 

10 large importers with each one exporting at least some products. Seven of 
them are found on Table 1 as well, while 2 branches, ferrous metallurgy and ol! 
processing, have exports that are less than the tenth branch on the list. Only 
coal production has insignificant exports, so that it is a pure fmporter. 


At today's level of scientific and technological development, it is impossible 
to shut oneself up in a glass bell, and it is particularly impossible only to 
sell to others without buying anything. Therefore, it is logical that every 


branch of the economy must import something. Y it is apparent that under 
present conditions, it pays off better to imp to export. To fight 
competition on world markets is extremely diffi... oc we must offer first of 


all quality, delivery efficiency and price, in orde: .o sell. All of this is 
much simpler with imports. The purchase price in unimportant, tor domestix 
buyers have no choice of products in any case. They must pay the posted price. 
Unfortunately, all that has been said is only a part of the practices now being 
followed. 
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JPRS-EEI-85-027 
6 March 1985 


YUGOSLAVIA 


INVESTMENT IN KOSOVO, 1951-1985 PERIOD 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 27 Dec 84 p 2 
[Article by Milorad Delibasic: "Funds Not Being Spent for Specified Purposes"™] 


{[Text| The Social Plan for the development of Kosovo for the period from 

1981 to 1985 stipulated that the structure of investments during this medium- 
term period would depend to a great extent on efficiency in building the major 
installations begun during the past five-year period, primarily in the areas 
ot energy, nonferrous metals, and water power enginecring. 


Since a coisiderable portion of the investments will be used for completing 
these capacities, it was determined that participating Federation Fund re- 
sources be reduced to as low a level as possible. This is because it was 
planned that investment policy during this medium-term period would serve and 
be consistent with the basic requirements for the development of the province, 
Which deal with changing the economic structure, increasing income and employ- 
ment, and also equipping the economy for greater exports. 


Consequently, it was particularly stressed in the plan that the resources of 
the Fund (the obligatory portion) should be used primarily in reconstructing 
and modernizing manufacturing installations, and intensifying agricultural 
production, followed by installations that could be activated quickly and 
would provide more goods for export, handicrafts, small business, and other 
ireas, in which it is possible to use smaller investments to achieve a higher 
degree of employment of the active working population. 


In addition to this, the annual resolutions stipulated that priority in secur- 
ing funds for investment should be given to the installations whose construction 
is being financed with credits from the International Bank for Reconstruction 
and Development, and to installations being built by pooling the funds of the 
Kosovo economy and the OURs [organizations of associated labor] of the repub- 
lics and the Vojvodina [SAP] Socialist Autonomous Province. 


Far From the Determination 


The province's Social Plan for this medium-term period provided that investments 
in the economy would show a real growth at an average annual rate of 7.6 percent. 
in accordance with this, the investments for 5 years should amount to 98./ bil- 
lion dinars (in 1980 prices). Also adopted was a special Social Agreement on 
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the criteria for use of the Federation Fund resources, according to which 
l,l percent should be invested in industry and mining, 7.7 percent in agricu’- 
ture and fishing, 5.8 percent in water power engineering, 4 percent in construc- 
tion, 10 percent in transportation, 1 percent in forestry, 3.7 percent in trade, 
\.* percent in the hotel industry and tourism, and 2.2 percent in resident ial- 
ommunal activities. 


~ tar in this tive-year period, however, little of this has been accomplished 

in Kosovo in the area of investment policy, compared to what was planned. 

instead of the planned growth rate, investments in the economy showed a real 
decline. The main reasons ‘or the slowing of investment activity, as was recent- 
ly assessed at a meeting of the Provincial Committee of the Kosovo LC, lie in 

the high rate of inflation, an insufficient and irregular influx of funds, the 
poor accumulating power of Kosovo's economy, and slow construction and major 
delays in the completion of major installations. 


‘the tailure to complete the tasks in this area was influenced in particular by 
the OURs* Lack of preparation for the projects, incomplete investment programs 
and technical documentation, and frequently, irresponsible changes in projects 
and purchases of equipment made by individuals or management structures without 
the Knowledge and agreement of the actual producers. 


Data That Are Not Encouraging 


Actually, the construction of many installations was easily approved, while 
there was very limited monitoring of the realization of the investments. The 
idea that has taken root, stressing the start of construction as of the highest 
priority, has resulted in enormous outlays of social funds for investments that 
do not become active for years, and this means that they do not provide produc- 
tion or income and do not make new employment possible. 


in the first 3 years of this five-year plan, the total amount of credits approv- 
ed for investments in Kosovo's economy was 102.03 billion dinars, of which 

‘0.9 billion dinars, or 40.1 percent, was allocated for overruns alone. In the 
tirst 9 months of this year, the Associated Bank of Kosovo approved another 

114 credits for the economy, with an estimated value of 40.5 billion dinars, 

in which overruns reach the figure of close to 10 billion dinars. Almost all 

f the overruns (98 percent) were covered by resources from the Federation Fund, 
since it was not possible to obtain credits for this purpose from other sources. 


In 1981 the realization of investments in the province was noticeably below the 
planned increase of 10.3 percent. The high decline in real investments in com- 
parison with 1980 created serious problems in completing some major installa- 
tions, as well as the construction of new ones. Although mre credits vere 
ipproved in 1982, mot much of this changed with respect to a mre balanced 
utilization of funds by areas of the economy, as had been planned. 


Ihe high participation of industry in the total investments approved was in- 
fluenced to a great extent by the overruns at the Kosovo B thermelectric 
plants, the Trepcini metallurgical installations, and Feronikl, which reduced 
the possibilities for investments in the manufacturing industry and other 








branches of the economy. Proceeding from the fact that real investments declined 
in the tirst 2 years of the medium-term plan, the economic resolution for 1983 
established basic criteria for the utilizatior of the available funds. Accord- 
ing to these criteria, investments were to be made primarily in installations 
that could be activated as soon as possible, followed by those providing in- 
creased exports, above all to the convertible area, and capacities being 
realized by pooling funds, or even those for which the International Bank for 
Reconstruction and Development is participating in the financing. Of the total 
investment approved in 1983 (60.7 billion dinars), 32 percent of the funds 

were used for overruns, or the completion of priority installations, 25 percent 
for the reconstruction and expansion of the Dobro Selo coal mine, and only 

36.60 percent of the funds tor new installations as well as for the modernization 
of existing ones in all other areas of the economy. 


Slow Realization of Investments 


Almost no investment project has been completed in the implementation to date 
of the province's development plan. With long-term construction, new installa- 
tions, as a rule, underutilize their capacities after they are put into opera- 
tion, and they need considerable time to introduce a second and third shift, 
even though the investment programs provided that optimum use would be mde 

of the facilities, and that savings would be accumulated and the funds would 

be repaid on time to the banks and other creditors. 


There are frequent cases, however, in which new factories and other newly 
constructed modern installations, so to speak, appear at the banks from the 
beginning with a request that their repayment cf the annuities be postponed 

and that their losses be covered. The extent of the ineffectiveness of invest- 
ment in Kosovo can be seen from the example of the Federation Fund's approved 
credits and the funds spent in this area. In fact, for the 3 years, the re- 
sources from the Fund amount to 39.5 billion, or 55 vercent of the total credits 
approved from this source. If one knows that a con derable portion of these 
funds went to cover overruns and to repay che economy’s obligations due to 
foreign creditors, than it is clear that the completion of the installations is 
even slower than it would appear from the payments for the utilization of the 
credits. 


In spite of the large number of credits approved during the period from 

1 January 1981 to 30 September 1984, and the broad front of investment construc- 
tion (439 installations are under construction in the province), on 

1 October 1984 there were 210 applications from OURs for credits at the 
Associated Bank of Kosovo, with an estimated value of 89.6 billion dinars. Among 
these, 22 have to do with overruns (26.4 billion dinars) for major installations 
under construction, for which credits have been approved several times for this 
purpose trom the resources of the Federation Fund. It is thus obvious that 
enormous resources of the Fund are being spent to cover overruns at installa- 
tions whose construction has continued for an intolerably long time or even 


to repay the OURs' annuities to foreign creditors. 





During the past five-year period, a large portion of the funds for investment 
in the province's economy were used for the basic branches and major installa- 
tions; this certainly could not have secured a change in the structure of the 
economy or a higher employment rate, although this was the basic determination. 
Consequently, it is felt in Kosovo that during the next period pricrity should 
be given to branches and economic areas that in the past have used credits at 
rates considerably below those planned--primarily agriculture, handicrafts, 

and service activities, in which it is possible to employ more of a labor force 
with fewer funds. 


Furthermore, the banks should reexamine some of the decisions they made earlier-- 
especially regarding credits approved for installations that have become several 
times more expensive. At a time when there are not enough investment funds, it 
is better to refrain from construction than to drag out the same investment and 
tving up social funds. 


As stated at the last meeting of the Provincial Committee of the Kosovo LC, for 
consistent implementation of investment policy in the province during the up- 
coming period, it is necessary to intensify responsibility-—-from the OURs to 
the opstina and provincial organs of institutions. Particularly pointed out 
was the need to monitor investments, not just when approving credits, and pay- 
ment situations, as has been the case in the past. This should also be done by 
touring the installations at the site through their entire construction; the 
banks have a particular responsibility in this regard. 


In practice to date it has frequently happened that things were built which 
were not provided for by the program for which no funds were obtained. It is 
also necessary to change the way in which investments are conducted within 
organizations of associated labor. Specifically, there should be an attempt 
to have the organizations in which the investments are being carried out form 
special teams, whose duty would be to report regularly to the self-management 
organs and workers from direct production, and not just the general director, 
as has mostly been done in the past. 


[Insert] 
Overruns 


At the installations whose construction was carried over from the previous 
medium-term plan, overruns of 35.05 billion dinars were covered by resources 
from the Federation Fund--an obligatory loan of 29.68 billion dinars. Also 
used for this purpose were foreign credits for 4.9 billion, 81 million in funds 
from the World Bank, and 310.1 million, while the OUR's own participation 
amounted to 68.3 million dinars. 


Five overruns at the Kosovo B thermoelectric plants cost a "difficult" 

8.7 billion dinars; 15.29 billion was approved for 4 overruns in the construc- 
tion of the Feronikl mine and metal works in Glogovac. The overruns in the 
reconstruction and expansion of the Trepcini metallurgical installations amounted 
to close to 10 billion dinars, etc. 
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Investments and Documents 


Kosovo's current social plan stipulates that investments should be used 
primarily tor the branches and industries that will contribute to a more rapid 
change in the structure of the province's economy, and to increasing income 

and employment. This determination is completely in accordance with the polit- 
ical platform of the LCY Central Committee on Kosovo, which says, “Investment 
policy should be redirected in such a way as to create a more fragmented 
economic structure with the emphasis on the manufacturing industry and agri- 
culture, which would contribute to more dynamic production and a greater 
employment of the working population." 


Also, the resolution from the 13th conference of the Kosovo LC on the socio- 
economic development of the province states, “Priority in investment must be 
given to installations that will alleviate problems in the structure of the 
economy, installations that are near completion and will make a direct con- 
tribution and ensure a greater degree of synchronization of installations and 
their efficient use, and contribute to increasing exports and substituting 
tor imports, and the manufacturing branches and other activities that provide 
more rapid employment a.4 greater income. Particular attention should be devoted 
to the appropriate beh.«vior of all economic entities and individuals for the 
more effect design and cu »oletion of investment projects within the planned 
period.” 
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YUGOSLAVIA 


DATA ON CORN USES; IMPLICATIONS OF HIGH CORN PRICES 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 29 Nov 84 pp 26-27 


[Text] This is the third successive corn harvest in highly 
favorable weather conditions to yield over 10 million tons 
of kernal corn. In official classifications, such a 

harvest is designated as “high production.” This in itself 
should wield an influence on, first of all, supply, market 
prices, the status of corn in the agricultural sector, and 
also on overall economic trends. That this is not happen- 
ing (on the contrary, corn has remained the most faithtul 
ally of inflation) has been shown to some extent in this 
journal with reference to the production sector (" Iluzije u 
kosevima"™ (Illusions in the Corncribs), EKONOMSKA POLITIKA, 
No 1700]; however, the more direct causes for this undoubtedly 
rest in product uses, in the first place, in the manner in 
which corn reaches the market and the conditions governing 
its turnover. 


Kernel output occupies a dominant place in Yugoslav corn production, while 
the manufacture of green fodder for livestock and of special varieties of 
corn for processing into products for human consumption tales second place. 
Kernel corn is used mainly for livestock feed, primarily on farms, either 
directiy or in the form of fodder mix. Then, kernels are used for 
industrial processing into products for human consumption (flour and groats 
starch, dextrin, beverages) as well as for pharmaceutical or other 
industrial products (denatured alcohol, glue). Finally, kernel corn is 
exported by Yugoslavia. The production, final processing, trade and export 
of Yugoslav hybrid corn seed (about 60 varieties) comprise a specific area of 
endeavor. 


From Subsistence Consumption to Export--The consumption of kernel corn on 
producing farms themselves occupies the largest place in overall! consumption. 
According to data supplied bv The Institute for Corn in Zemun Polje and the 
Federal Institute for Social Planning!, producing farms (in both the 
socialized and private sectors) consumed 85.5 percent of total kernal corn 
production in 1961, 73 percent a decade later, and 70 percent in 1981 (this 
consumption includes the direct use of kernel corn for livestock or for 
making fodder mixes in the mixing plants or workshops, and also for human 
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consumption). The relative decline of subsistence consumption of corn 

still indicates that in the last observed year this figure was 5.8 million 
tons of kernels. If these proportions were maintained in the last three 
years (which appears to be true), from the record 1982 harvest (11.1 million 
tons) almost 8 million tons of kernels were consumed; from the somewhat 
smaller harvest of last year (10.7 million tons)--approximately 7.5 million 
tons; and from this year's harvest (estimated at about 11 million tons), 
almost as much as the year before last. 


Of course, this kind of consumption can be only tentatively designated as 
subsistence consumption because it is a segment of a unified process that 
is finalized in livestock production. When we speak of corn, however, we 
can say that just 30 percent of the produced volume remains for the market. 
We can therefore state that over the last 20 years Yugoslav corn has been 
very slow in taking its place on the market and becoming a commodity. 
Actually, this picture is even less favorable for corn when we add that 

a good 17-20 percent of overall kernel output (1.9 million tons in 1981) was 
processed into fodder mix in "the livestock feed industry," so that total 
domestic corn consumption in livestock-raising (with an insignificant 

human subsistence consumption approaches the entire "high" production of 10 
million tons! 


Other industrial processing of corn includes only marginal quantities. In 
1981, for example, there was a production of 289,000 tons of flour and 
groats, 42,000 tons of denatured alcohol and beverages, etc. The first major 
step in this sector of activity was, in fact, the recent joint venture 
contract signed by the "Servo Mihalj" Combine of Zrenjanin and the American 
company CPC, part of a project geared to increase the industrial processing 
of corn by an additional 90,000 tons annually. 


In this frame, it is possible also to study past corn exports which, for 
example (according to official statistics), in 1983 fell below the 1961 

level (of 375,000 tons) and amounted to 330,000 tons (including about 50,000 
tons of hybrid seed). We have recently heard very different facts concerning 
corn exports from the 1983 harvest. Dimitrije Dimov, director of the 
Yugoslav Grain Fund, states that 600,000 tons of kernel corn was exported, 
while Tibor Njari of the Trade Union of Agricultural and Food Industry Workers 
cites a quantity of 1.6 million tons, of which only 500,000 tons was exported 
by the producers and the remaining 1.1 million tons exported by organizations 
“outside the industrial complex," meaning various barter arrangements and 
local border trade. 


The Inflation Championship--A review of past trends also includes a 
description of the conditions governing the formation of the corn market. 

At least two-thirds of the overall production of kernel corn directly enters 
the reproduction process on the farms themselves, devoid of market verifica- 
tion of costs, quality and price; less than one-third of annual production, 
i.e., about 3 million tons of kernels, comprises the basis for forming overall 
merket supply. Drawing on the example of the 1983 harvest (10.7 million 
tons), and assuming that “subsistence” consumption on the farms amounted to 
about 7.5 million tons while manufacturing in livestock feed factories used 
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about 2 million tons, we doubt that total exports could exceed |! million 
tons because there was no more corn than that. This lends weight to the 
Statement made by the Federal Committee for Agriculture that, at the 
present time, there are almost no reserves of old corn even in the farmers’ 
corncribs, just as there are none in the silos of the socialized farms 

and mills or in commodity reserve storehouses. 


We can anticipate nothing better from this year's harvest, which is somewhat 
higher according to variable estimates, but it appears to be much more 

risky to store it through the winter (due to late development and high 
moisture content of corncobs). In addition, it is realistic to expect that 
the decrease in fattening pigs due to reduced meat sales will increase 
subsistence consumption of corn as a substitute for expensive concentrat« 
mixes, even at the price of returning to old breeds. 


In the meantime, however, the only advance knowledge we have is of a high 
demand expressed in terms of quantity. More specifically, we know of only 
that part of the demand covered by the Inter-Republic Agreement on Measures 
for the Organized Purchase of the 1984 Corn Harvest. 


The purpose of this document, completed on 9 November by the Federal Executive 
Council and the executive councils of the republics and provinces, is 

to purchase 4.7 million tons of kernel corn, of which 2.7 million tons will 
come from private farms; 230,000 tons of this will go to federal and 
republican commodity reserves at already-determined prices: 16.5 dinars per 
kg of corn on the cob and 27 dinars for kernel corn, At the same time, a 
proposal was made to the Board of Governors of the Yugoslav National 

Bank to “enable unhindered borrowing" to finance the purchase of all 
quantities at these prices by commercial banks (above the set limit) at a 
rediscount rate increased from 60 percent to 65 percent. The executive 
councils have agreed, within “the framework of their rights and obligations,” 
to undertake “measures and actions" to carry out in timely fashion the planned 
purchase via those basic organizations of associated labor involved in 
organizing production, purchase, trade, processing, etc. This indicates 

that each will be concerned only with purchases on their territory. With 
regard to price, severe sanctions will be levied on purchasing organizations 
paying higher prices, and on banks--on their creditors (by refusing turther 
loans and by demanding quick repayment of all approved loans, not only those 
intended for this purchase). 


It is obvious that the exaggerated purchase plan and the provisions themselves 
of this Agreement only increase tension vis-a-vis corn demand. This, even 
with the best possible drying of corncobs in the cribs during the winter, 

can result only in scantier supply and greater pressure on market price. 

This has already been confirmed by the s!ow rate of purchase, despite the 
anxiety prevalent among many producers that high corncob moisture (threatens 
spoilage during the winter and this vear's corn should be released as soon 
as possible, and confirmed also by the formation of market prices for raw 

and dried corn which are higher than the prescribed purchase prices--even 
before, but especially after, the latter prices are announced. [Even if the 
implementation of the present Agreement travels the same path as the previons 
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oractice of gradual subsequent increases of purchase prices, there can be 
no doubt that this year's corn will not escape the title of “inflation 


, —r + ‘T} "9 
L bicdiy aWlie 


All of the foregoing is certainly a result of the fact that those economic 
and market measures considered in the Long-Term Plan for Economic 
Stabilization of the entire economy have not yet become a reality for 
agriculture either. This is also the basis of the fact cited by the authors 
quoted, that the high consumption of corn for livestock feed in Yugoslavia, 
strangely enough, does not result in an increased production of meat and 
other livestock products. Also, setting up prices and purchase scheduled 
does not mean a genuine leap in corn production. This is feeding inflation 
instead of livestock. 





1. OD. Katic and V. Jovanovic, “Proizvodnja i potrosnja kukuruza u SFRJ" 
‘Corum Production and Consumption in the Socialist Federal Republic of 
Yugoslavia], Belgrade, Ekonomika Poljoprivreda [Agricultural Economics], 
Vol 50, 1983 
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INT VERSY OVER IMPORTED OT! 
erDoo Croatian, 27] Nov i ry ] a- 71 
. a »e ? . - ° ; . * 
1 Zvizdics: Who owns (imported) 
be distributed administrative! rr under the selt-management 
eting of representatives of th petrol SOUR [composite 


rganization] and the Petrol SOUR of Liubliana, two major 


tine organizat ions, held at the Chamber of Commerce of 
fect signing a contract on preparation of the energy 
ivia tor next vear. However, iffer« es of opinion re- 
ribution of oil next vear also emerged at this mecting, 
than ever. 
.on oy representat ives of the entire Yugoslav petro- 
it the end of last mont Risno, where the executive 
General Association of the Petro! industry of Yugo- 
ed, there was also talk, ny ther things, of views of the 
the country, but the views differed from those advanced in 
ion of the discussions betwes representatives of the two 
the future crude petroleum wil! be distributed among the 
llectives (republics and pr inces) or importers. 
urrently distributed among refineries in the Central Asso- 
troleum Industry and theretor 1 the basis of the general 
rement agreement on uniform si ly of the market under 
by republics and provinces. \s is known, exporters in 
rovince illocate a mdator* ercentage of earned for- 
t 20 percent) for oll | rts. 
if the two trade organizations in question belleve that 
the “arbitrary behavior of the oi! refiners,” since, 
e secured the bulk of the total ‘rreten exchange for oil 
', we have not received either th wecessary quantity or 
rtment of petroleum derivattu. if t 1 refineries.” 











The self-management agreement on uniform distribution over the jay r- 
ket is not complied with, say the representatives of the two 5 ; 
“some petroleum derivative producers simply ignore it." 


INA |Petroleum Refineries and Sales Enterprise], the largest Yuxos! pro- 
ducer and refiner of petroleur, has been accused of exporting derivative it 
a time when others must buy these derivatives abroad. The purcha 
derivatives abroad is especially complex since oil imports are duty-tree, 
but customs duty is paid on imports of petroleum derivatives, and ¢ 

places an additional burden on the importers, who must import pri 

certain scarce derivatives (fuel oil, gas oil, gas, and kerosene). 

demanded tha: petroleum derivative imports be exempt from custom r- 
tain other charges, that is, that these imnorts be placed on an . t in; 
with oil imports. 


If the situation is simplified as recommended by the representat i 

two trade SOURs, “the areas which do not have refineries of their 

be at the mercy of the refiners’ whims.” If petroleum were to be distri- 
buted by republics and province, the sociopolitical collectives could giv 
“their share of the oil" to individual refineries for processiny | 

from them in advance a certain amount of the required assortment ©! ri 
vatives, and this “would not, as in the past, depend on the good wil 

the refineries.” 


The representatives of petroleum industry trade organizations o! Ser 
Slovenia demand that the following question be resolved next veur, | r 
energy budget in preparation: wil! petroleum distribution in t! 

be administrative or under the self-management svstem? It is 

that “if foreign exchange is accumulated in accordance with the |. 
purchase of imported petroleum, let the question of market supp! 

settled by law, rather than leave it to a self-management agreemnt, 
everybody knows does not work at all. If the Federal Executive Coun | - 
sists on this self-management agreement, then let foreign exchangs 

for petroleum also be acquired under the self-management syste.” 

Petrol organizations have even proposed that the level of suppiy o! 
individual republics and provinces be made to depend on the leve|! 
foreign exchange accumulated in these areas, so that the one who 
vested less will also receive less oil.” 


ha in- 


Bud get 


Such demands, seemingly arising spontaneously under the condit i: 
chronic shortage of petroleum products of many years’ standing 


Yugoslav market (primarily because not enough crude petroleum |i rted). 
must, of course, be viewed as an effort to promote and improve th! 
Such problems probably would not exist if the market were adequat: 

plied with petroleum derivatives and if the refineries were mot, 4 


have been thus far, in the position of “allocating” the derivat i : ' 


to concern themselves with the problem of whom to sell the product 


how. But the extent to which such demands are justified i 1 ditferent 
matter. 
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bject of such proposals is not for evervone to have a refiner i 


Own. Since the nine currently in operation are operating at neha! i= 
city. Times have changed, and no one any longer contends for refineries, 
which under present-day conditions for the most part operate at a loss. 
INA has four refineries, Energopetro! in Sarajevo two, Naftagas in “No 
two, and the Macedonian Makpetrol one. It mav be said in passi: that at 
the INA retinery in Lendava, in Slovenia, a complete set of equipment for 
building a new refinery has remained upacked for 5 vears now. \ yma 

° 


the country wants to buy it, even though at one time it was obtained tor 
expansion needs or tor building a new refinery in one of our republics. 


The energy budget for this year (to which, we must note, the republ i. un 
provinces have not agreed) called for the processing of a total of 14.8° 
million tons of crude petroleum (4.25 million tons of domestically produced 
petroleum, 5.5 mil’ tons imported from the clearing settlement area, and 
».1 million tons f: ~ the convertible currency area). The 1984 budget also 


called for importation of 1 million tons of petroleum derivatives. 


The Federal Executive Council later narrowed the budget limits and reduced 


crude oil processing to 13.59 million tons, although the General A cia- 
tion of the Petroleum Industry stated that even 15 million tons were t 
little. Up to the present, around 9.9 million tons of this slight! re 
than 13 million tons have been imported or produced in Yugoslav fields. 
Consequently, less than 1.4 million tons of the reduced amount has be 


Fos ; 
produc cue 


This shortage is equally felt by areas which have refineries and | thos 
which do not. The shortage of derivatives was especially obviou luri 

the tirst half of this vear. The supply of gasoline later stabilized, but 
trom time to time difficulties arcse, an‘ are still arising in sup yf 
tue! oil, bearing oil, ind gas. 


Lxports 
The data of the General Association of the Petroleum Industry of Yugostlavis 
show that in 1984 our refineries were unable to supply encugh of some de- 


rivatives either for their own areas or for others. But it seems that thy 
entire difference lies in the difficulties an area must endure becau 

these shortages. But it is not surprising that the greatest blame is heaped 
on INA, when we learn it has four of the total of nine Yugoslav refinert« 
ind that it exports part of the derivatives produced. 


To INA, however, the data, “known to all concerned,” show that duri: t hie 
first 6 months of 1984 only 75 percent of the amount of petroleur ate 
for by the energy budget was processed. Lonsequent lv, part o! INA* if- 


ket, regardless of republic and province boundaries, was inadequat 
supplied with some scarce derivatives, such as fuel oil, gas oil, 
fuels, and liquefied gas. On the other hand, the Petrol SOUR in 
even praised INA tor regularly discharging its obligations to 5! 
ince April of this year. In effect this republic, whose sunp tf 
leum derivatives depends chiefly on INA because of the nearn 
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has on the whole had fewer problems with petroleum products 


litiiculties arise in supply of remote areas with petroleum be- 
hortage of transportation facilities, above all railroad tank 


tank trucks. These problems affect all retineries, but are more 


the tour INA refineries, which cover a wider area. 


he Federal Executive Council approved INA exports of 325,000 tons 


products to meet INA‘s fixed and guaranteed obligations, and 
rts will be made in accordance with the stipulated schedule be- 


tember and December. INA asserts that the exports of these deri- 


have no appreciable effect on the domestic market. since it 


the most part export products of which there is a relatively suf- 


pplv on the domestic market. Without these exports INA would be 
pay its debts for oil imported earlier and consumed throughout 
» nor would it be able to carry out the planned domestic produc- 


’ 


plavs a large part in the energy budget of the country. 


NA produced 3.142 million tons of petroleum, but because of insuf- 


‘stment in exploration and operation, this production dec lined 


= 


Lllion tons last year. At the end of 1984, thanks to exports and 


investments in exploration and production, INA will begin pro- 
} new oil fields in Eastern Slovenia and from 2 gas wells in the 
as-condensate field, and in 1985 will begin production from 12 


in the Molva I and Molva II regions. 


to Petar Flekovic, chairman of the managing committee of the INA 
SOUR even now has a clearcut position toward the draft 1985 


idget. INA believes it is necessary primarily to retain the curr- 


utional solution for foreign exchange and dinar financing of the 


nt of petroleum agreed upon during the latter half of 1984. The 


tf petroleum (imported and domestic) is to be distributed 


iners by a self-management agreement, while bilateral agreements 


blications of the refineries for supply of derivatives to 


izations, 


that it is highly important to assure maximum valorization of 
orocessing, by importing derivatives in short supply on the domest tk 


" ‘rting surplus products. According to INA, it is necessar' 
un ortine derivatives to meet its fixed guaranteed obligations, 
is not acceptable, to solve this problem in another manner 


the republics and provinces must be obtained in preparation 


t udeet, and there must be realistic planning of needs and the 
stacles to securing of foreign exchange for imports must be 
- these factors have been hampering supply of the market. 


r of tmportine 11 million tons of petroleum next vear, 








illi« t “ at tives rom domestic sources, and 

, ’ . 
illion tons. It is t essential to reach agreement by 
elfi-management agreement, but it is important for th 


t reach aereement on processing directlw with con- 


t] react igreement with other retineries to have our 
4 ; it unc t he \ untr ’> lictle iS possible. ee: would 
itlets nearest our refineries with our products, and 


same. This will reduce both shipping costs and the volume 
is grappling with a number of problems,” says Flekovic. 


lekovic, a tendency to adopt two approaches to the 

‘ be discerned in the positions of some trade organi- 
ipproaches were not observed in the past. The first is 
r in each republic and province to secure foreign ex- 
um imports for its own area. Thus, the previous method 
reign exchange, which, it mav be said in passing, did not 
» would be eliminated. in other words, let everyone use 


urrency to bu’ oil. 


isks Flekovic, what about domestic petroleum, which only 
onomous Province of Vojvodina and the Socialist Republic 
How is this petroleum tc be distributed? If you take the 
is process, you must take all the others, since only com- 
ill problems will ensure better supply throughout the 


mn Yueoslav market. 


he second approach favor certain other of] importers, 

se importers make oil processing arrangements with indi- 
in the name of the republics and provinces. In the opin- 
vw first approach leads to separatism and the second to 


ion appears to be further elaboration of the current 
ision of enough foreign exchange for imports and increase 
vy guarantee of better and more 


— 


upplies. This is the on 


‘| petroleum derivatives for all areas of the country, 
re the refineries are located. S8ut to accomplish this it 
lraw up an energy budget for next year which must be based 

needs, but also on the material capabilities of the 
t ind the foreign exchange balance of Yugoslavia. 
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iArticle by M. P./} 
[Text] The Long-Range Economic Stabilization Program and the Anti-Inf lation 
Program, on the basis ot a critical analysis of the situation, saw the most 
important anti-int lation criteria to be etticiency and the consistency of 
Seasures and mechanisms of anti-int lation policy, prevention of the slowing 
down of economic growth, that is, of stagnation, putting an end to deficit 
tinancing of tinal consumption, especially investa@ents, and bringing addi- 
tional (toreign) accumulation to an acceptable 


In accordance with these criteria, the measures of anti-int lation policy 
also take as their principal points of departure the invigoration of produc- 
tion, the field of credit and monetary policy (reduction of the growth of 
the money supply and credit and discontinuation of tinancing of tinal 
consumption with note issue), the policy concerning government and social 
service expenditure, iavestments (discontinuation of int lationary tinancing 
and reducing their share in the social product), price policy (the discovery 
of internal potential will be stressed above all), the policy of the real 
rate of exchange of the dinar, real interest rates, and 4 stricter posture 
towards organizations creating and reproducing losses. 


In the period to date many signiticant results have actually been achieved 
in carrying out the anti-int lation program, although opinions in this conne- 
ction are divided, and there is even disbeiliet and doubt about the extent 
and importance of the results achieved. 


The Constructive Achievements of Productior 


The projected gruoesth of production has not been called into question as a 
goal. On the contrary, in 1963 its decline of stagnation was halted, and 
the year 19854 ended with a growth rate of %) per cent -- a rate which is 
37.5 per cent higher than the rate planned. Agricultural output was also 
up, and production in the timber and lumber industry was iarger as well. 
Construction, however, will record a decline once again this vear -- 
probably about 4 per ent. [hese indicators of the growth of econom! 
activity occurred through a growth of total supply on the domest! market, 
which is ofticially estimated above 2 per cent. 

One can calculate from the offictal figures which are avallable that tlw 
share of primary note issue in tinancing tlaal consumption lecreased in 


this period (over the two-year period, according to incomplete dat t te 





gtowth of the gmoney supply is in nominal terms as auch as 15 per cent lower 
than the nominal growth of the social product). It is estimated trom tl» 
trends over the tirst nine months that payments for investment projects in 
1954 were several tens of points below 198! (in 1984 alone payments tor 
invest@ent projects dropped about 10 per cent), and the share of sociopoli- 
tical communities and self-managed communities of interest in the social 
product were down 2-3 index points (perhaps even more). If retail sales are 
taken as an indicator of the demand of the population, then the available 
tigures suggest the conclusion that domestic demand in 1954 was down 4-4.) 
per cent. Since exports are larger than in the previous year in real Clerms, 
and investments are lover in real terms, total final demand is probably down 
5-3.5 per cent. The growth of the supply and the decline of domestic de@and 
are undoubtedly exerting a very strong and constructive influence towards 
turther stabilization of the adjustment of commodity-money relations which 
began earlier. 


However, the growth of the supply and the gradual decline of domestic demand 
have gradually brought about an uneven growth of inventories, so that toward 
the end of the third quarter this phenomenon was becoming more intensive in 
all product groupings with respect to purpose. For example, in June inven- 
tories of machines and equipment were up 4 per cent in real terms, in late 
August 4 per cent and in late November about 15 per cent. Inventories of 
production supplies, for well-known reasons (uncoordinated movements between 
the more dynamic growth of production and larger exports) showed a rea! 
growth of 2 per cent in June, 4 per cent in August, and 8-9 per cent by end- 
November. 


Inventories of consumer goods, after the consumer euphoria in the first 
quarter, have gradually stabilized their growth, so that in late June they 
ymounted to 9 per cent, in late August 7 per cent, and at the end of Novem- 
ber more than 20 per cent. A growth of inventories in economies where costs 
ire highly optimized has a contractive effect on the production cycle and as 
a rule results in a cutting back of output, which is ultimately aimed at 
raising prices. However, in our context of a pronounced lack of optimi- 
zation of all torms of physical inputs, a growth of inventories wil! inevi 
tably result in the opposite -- a drop of prices. 


The Real Rate of Exchange Will Also Be Brought to Bear Against Prices 


Real interest rates, the real rate of foreign exchange, an accounting system 
set up more realistically, and the Liberalization of prices at 4 time when 
ill torms of expenditure are being brought within more realistic Limits 
which will inevitably bring about a gradual redistribution and adjustment o| 
prices through the market, since it is the tendencies which have becom 


steady, even in spite of excessive “price” behavior on the part of certain 
producers, which suggests the conclusion that 4a period Lies ahead of us | 
which the prices of many products will rise more and more slowly, while som 


will even drop. We do not know it, but it ts still taken for granted, that 
sll organizations of assoctated labor do have not their own programs tor a 
real rise in the efficiency of their economic activity, so that probab! 
there are no real data on the volume of various types of untapped potential. 
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Yet un ler the Anti-Intlation Program that is an obligation of the entire 
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1lso important to carrying out the Anti-Inf lation Program is that a sizable 

umber of laws and other measures have been adopted which have brought to a 

id many of the key issues in the conduct of economic activity. ‘mong the 

iws and measures that have been adopted, the following undoubtedly have the 
reatest importance: the Law on the System of Social Price Control, Amend- 
s and Supplements to the Law on Depreciation of Fixed Capital of Orga- 
iizations ot Associated Labor and Other Users of Social Resources, Amend- 
ments and Supplements to the Law on the Revaluation of Fixed Capital and 
Social-Service Assets ot Users of Social Resources, Amendments and >upple- 
ments to the Law on Securing Payments Among Users of Social Resources, 
\mendments and Supplements to the Law on Reserves, the Law on Determination 
ind Distributivn ot Gross Income and Income, and so on. Although all these 
pieces ot Legislation have unquestionable importance in tightening the 
responsibility tor the conduct of business and in general for the optimum 
use of social resources -- the Law on Determination and Distribution of 
Gross income and Income is drawing somewhat closer attention. 


its original purpose was only to legislate amendments and supplements to the 
‘sisting law, but because of the volume of the amendments and supplements 
view was taken that it would be more advisable to prepare an entirely 
law. What is especially interesting -- and new -- is the introduction 

sf the tastitution of the revaluation of the value of inventories and their 
‘xpression in real terms. The importance of arranging real representation 

st inventories has been especial ly emphasized in the context of high int la- 
tion and the overall price rise in general, since actual reimbursement of 
Jalue is not being insured even to cover simple reproduction because ot the 
unrealistic representation of real material costs and other values which are 
tinanced with working capital. Put in simple terms, the value of invento- 
ries includes material costs at current purchase prices and also advances 
ijainst personal incomes paid out in the current accounting period, which 
nder the conditions of the general rise of prices are increasing almost 
without exception, especially when they are carried over into the next 


counting period. 


~ 


with this tactor in mind the Law prescribed revaluation of all forms of 
inventories at the end of every accounting period, that is, adjustment of 
-he value ot inventories of raw materials and supplies and also the value of 
raw materials and supplies contained in inventories of work in process, 
intermediate products, components manufactured internally, and tinished 
oducts at their market prices as of the last day of the accounting period. 
fhe law does not enter into the any great detail as to the method of car- 
rying out the revaluation, respecting precisely the specific nature of each 
ictivity, and indeed of every organization of associated labor within the 
activity, and it dwells only on the obligation of revaluation of inventories 


iS Svon 4 8s the market price is 5 per cent higher than the price indicated 
business books. 
mygoing revaluation is important in several ways. 
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Realistic Representation of Inventories 


At the end of 1983 the resources of the economy itself in total working 
capital was at a level under 17 per cent. In such a situation positive 
interest rates represent a considerable thrust to inflation in real terms, 
since in large part, although not as a whole, the costs of interest have to 
be made up through the price. As working capital is bolstered, pressure for 
untavorable credits will gradually be reduced, and that will also weaken 
the thrust towards higher inflation on that basis. 


Altnough basically it will have a positive outcome, even though it repre- 
sents a kind of economic coercion to which organizations of associated labor 
have to adapt a bit more rapidly, this institution will have a constructive 
effect towards optimization of material costs in the broadest sense and 
towards depression of the overall rise of prices through market adjustment. 
After all, the overall rise of prices would bolster working capital somewhat 
through the revaluation of inventories. However, this would not be nearly 
enough to reduce the use of credit very essentially, so that positive inte- 
rest rates, wherever economic efficiency is low, would generate large loss- 
es, especially in the context of more realistic representation of income. 


This incomplete "inventory" of the results achieved and also of the actual 
operationalization in certain parts of the system points to the conclusion 
that the key tasks of the Anti-Inflation Program have been achieved in large 
part, although this has not had a sufficient effect towards any significant 
depression of the growth of inflation. It seems that our economic situation 
was considerably more problematical than could have been realized in the 
period when the anti-inflation measures were adopted, especially in the 
sector of our foreign debt, and probably of domestic financial disequilib- 
rium as well, which even today is being camouflaged rather successfully 
behind various forms of intersector financing. 


However, what might be considered a concern of the first order is the fact 
that by and large there has been little progress in achieving those tasks in 
the Anti-Inf lation Program which call for specific activities by organiza- 
tions of associated labor. It is a fact that even today all organizations 
of associated labor do not have their own programs that would signify any 
major qualitative content in the conduct of economic activity, and as to the 
alteration of production programs and organizational models, one can only 
guess -- at least from the standpoint of the first month of this year. 
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[Text] Economic policy in 1985 has been essentially conceived in the con- 
text of the fight against inflation. For one thing it insists on continued 
and more intensive introduction of real economic categories in the sector of 
the realization and distribution of income, which means that on this basis 
there will be an unremitting effort to pass on the still unsatisfactory 
protitability in business operation to higher prices through a further 
strengthening of cost pressures. However, since inventories of finished 
products have an ever more pronounced upward trend, we should expect that 
the real price of money will do its work and will not allow a truly “overex- 
pensive holding" of inventories. 


For that reason one can see as justitied and also realistic those forecasts 
which anticipate a stronger adaptation of the supply to the demands of the 
marketplace and, even beyond that, a much more efticient and optimum utili- 
zation and use of total productive resources. It is realistic for the 
process of changing the product mix to become gradually stronger and stron- 
ger and in that context for still more effective continuation of the 
processses already begun of the substitution of imported raw materials and 
production supplies everywhere where the technological process allows and 
also where there are the material capabilities. 


The Bitter Harvest of Licenses 


Now that we are speaking about substitution, and recently it seems this 
subject has been more topical than in the past, the problem is mainly 
examined from the standpoint of the Lack of resources for expensive underta- 
kings. As though it were to some extent being forgotten that many of our 
organizations are dependent upon foreign companies and licenses, since over 
90 per cent of the contracts concluded with foreign trading partners concer- 
ning the import of technology contain "restrictive clauses," and 62 per cent 
of the contracts concluded do not allow, that is, prohibit, the export of 
products which have been obtained through the use of the technology pur- 
chased, 44 per cent commit the Yugoslav organization of associated labor 
which is the customer to report its own technological discoveries and 
improvements related to the License purchased to the seller of the technolo- 
gy, 26 per cent of the contracts require the use of imported raw materials 
and supplies, and that within the framework defined by the seller of the 
technology, and so on. It seems that it is not really so easy to overlook 
these figures. Some people will certainly want to change much of this, but 
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the question is how, since the imported technology and “restrictive clauses" 
have practically prevented any initiative that is at all serious. 


Assessments to the eftect that there will be a stronger process otf change in 
the product mix and in production have an altogether solid point of support 
in the trends evident in the sector of inventories in 1984. In November 
1984, according to preliminary examination, inventories of finished products 
were /-8 per cent larger than in the previous month, and relative to the 
same month of the previous year they had yrown by as much as 15 per cent. 
The most dynamic growth has been displayed in the growth of consumer goods 
-- more than 20 per cent, and then come machines and equipment -- 11-12 per 
cent, and production supplies -- 9-10 per cent. 


While exports have grown 6.6 per cent and the growth of output has been 5.6 

per cent, imports have increased 2.5 percent, an! the decline of the demand of the 
population has been about 4 per cent (measured in retail sales), the yrowth 

of total inventories has been as much as 15 per cent, which is somewhat more 
intensive than might have been anticipated, and it is obvious that there is 

some tendency in evidence which did not exist previously or not to the 

extent it is manifesting itself now. 


The Winding Road from Production to Trade 


The accounting of the business performance of the economy over the first 
nine months has indicated that finished goods are moving more slowly trom 
industry to trade, and, judging by the status of inventories in November, 
this process is probably becoming more intensive. It is well known that one 
of the most difficult problems in trade, aside from the Low level ot opera- 
ting space owned, is the inadequate level of working capital, which in a way 
is also holding back radical transformation ot socioeconomic relations. The 
more unfavorable the conditions tor credit financing, when the trade sector 
does not have enough resources of its own, the more we see a renunciation otf 
the holding of inventories ot goods, so that more and more of goods produced 
remain longer and longer in hands of the producers. Even without the the 
slightest intention of sounding caustic, since the moment is too serious tor 
anything of that kind, in a period of stagnation of output and pronounced 
shortages of various kinds, when we have already come to the point of an 
almost classical position of a buyers’ market, certain producers have been 
making good use of the market demand tor their products and have been been 
realizing income without adequate labor by raising prices. Perhaps this 
assertion seems too bold, but it seems that the time has come to yo back to 
the old positions, that is, to lower the prices of certain products and to 
turn toward the demands of the marketplace with respect to the assortment 
and also with respect to the size of production runs. 


Retail sales are continuing to drop in real terms, so that both in retail 
trade and in wholesale trade a significant pressure of inventories is being 
felt, especially in case of those goods which are of poorer quality. Nor 
should we anticipate in the coming period any very significant changes in 
the trend in the segment of inventories of consumer goods, since in real 
terms there are no real conditions for purchasing power to rise rapidly. 
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fhis conclusion is suggested by the rise of prices in January and also by 
the postponed rises in utility rates and prices of certain other products, 
so that the major portion of money income will continue to go to meet the 
needs of everyday existence. 


Interest on savings ought not to provide any very significant thrust to the 
growth ot demand, since the deferment of purchases which are not indispens- 
able is almost firmly in place. Pronounced tendencies in coming months 
ought to be evident through a more appreciable halting of the rise of prices 
ot many products, but also a reduction of the prices of certain products. 
There is reason to believe that certain other producers of consumer goods 
will have to tollow the Lead of the January sales of textiles and footwear 
and also the initial price reductions of certain furniture manufacturers. 
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